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Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  6— EXCEPTIONS  FROM  THE 
COMPETITIVE  SERVICE 

Office  of  Civil  and  Defense 
Mobilization 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  paragraph  (p)  of  §  6.363 
is  revoked. 

(R.8.  1753,  sec.  2,  22  Stat.  403,  as  amended; 
6  D.S.C.  631,  633) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal!  David  P.  Williams, 

Director,  Bureau  of 
Management  Services. 

IF.R.  Doc.  60-11973;  Piled,  Dec.  27,  1960; 
8:45  a.m.] 


Title  7— AGRICULTURE 

Chapter  IX — Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

[Lemon  Regulation  877,  Arndt.  1) 

PART  953->LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 

Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and  Or¬ 
der  No.  53,  as  amended  (7  CFR  Part  953) , 
regulating  the  handling  of  lemons  grown 
in  California  and  Arizona,  effective 
under  the  applicable  provisions  of  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.S.C.  601  et 
seq.;  68  Stat.  906,  1047),  and  upon  the 
basis  of  the  recommendation  and  infor¬ 
mation  submitted  by  the  Lemon  Admin¬ 
istrative  Committee,  established  under 
the  said  amended  marketing  agreement 
and  order,  and  upon  other  available  in¬ 
formation,  it  is  hereby  found  that  the 
limitation  of  handling  of  such  lemons  as 
hereinafter  provided  will  tend  to  effectu¬ 
ate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
amendment  until  30  days  after  publica¬ 
tion  hereof  in  the  Federal  Register  (60 
Stat.  237;  5  U.S.C.  1001  et  seq.)  because 
the  time  Intervening  between  the  date 
when  information  upon  which  this 
amendment  is  based  became  available 
and  the  time  when  this  amendment  must 
become  effective  in  order  to  effectuate 
the  declared  policy  of  the  Agricultural 
Marketing  A^eement  Act  of  1937,  as 


amended,  is  insufficient,  and  this  amend¬ 
ment  relieves  restriction  on  the  handling 
of  lemons  grown  in  California  and 
Arizona. 

Order,  as  amended.  The  provisions  in 
paragraph  (b)(1)  (i),  (ii)  and  (iii)  of 
S  953.984  (Lemon  Regulation  877,  25  FJt. 
12948)  are  hereby  amended  to  read  as 
follows: 

(i)  District  1:  37,200  cartons; 

(ii)  District  2 ;  153,450  cartons ; 

(iii)  District  3:  Unlimited  movement. 

(Bees.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  December  22,  1960. 

Floyd  F.  Hedluno, 
Acting  Director,  Fruit  and  Vege¬ 
table  Division,  Agricultural 
Marketing  Service. 

IP.R.  Doc.  60-12036;  Piled,  Dec.  27,  1960; 
8:50  a.m.) 

Title  24— HOUSING  AND 
HOUSING  CREDIT 

Chapter  II — Federal  Housing  Ad¬ 
ministration,  Housing  and  Home 
Finance  Agency 

MISCELLANEOUS  AMENDMENTS  TO 
CHAPTER 

The  following  miscellaneous  amend¬ 
ments  have  been  made  to  this  chapter: 

SUBCHAPTER  C — MUTUAL  MORTGAGE  INSUR¬ 
ANCE  AND  SERVICEMEN’S  MORTGAGE  IN¬ 
SURANCE 

PART  222  — MUTUAL  MORTGAGE 
INSURANCE;  RIGHTS  AND  OBLI¬ 
GATIONS  OF  MORTGAGEE  UNDER 
THE  INSURANCE  CONTRACT 

Section  222.155  is  amended  to  read  as 
follows: 

§  222.155  Debenture  interest  rate. 

Debentures  shall  bear  interest  from 
the  date  of  issue,  payable  semiannually 
on  the  first  day  of  January  and  the  first 
day  of  July  of  each  year  at  the  rate  in 
effect  as  of  the  date  the  commitment  was 
issued,  or  as  of  the  date  the  mortgage 
was  endorsed  for  Insurance,  whichever 
rate  is  the  higher.  The  following  in¬ 
terest  rates  are  effective  for  the  dates 
listed: 


Effective  rate 

On  or  after— 

Prior  to— 

Percent 

JIM . 

Jan.  1, 1960 

July  1, 1969 

4)ii . 

July  1, 1969 

Jan.  1, 1961 

3J6 . 

Jon.  1, 19tl 

(Sec.  211,  62  Stat.  23;  12  XJJB.O. 

1715b.  In- 

terprets  or  applies  sec.  203,  52  Stat.  10,  as 
amended;  12  UJ3.C.  1709) 


SUBCHAPiER  D— MUITIFAMILY  AND  GROUP 
HOUSING  INSURANCE 

PART  233— RENTAL  HOUSING  IN¬ 
SURANCE;  RIGHTS  AND  OBLIGA¬ 
TIONS  OF  MORTGAGEE  UNDER  IN¬ 
SURANCE  CONTRACT 

Section  233.9(a)'(l)  (vii)  is  amended 
to  read  as  follows: 

§  233.9  InMirance  benefits. 

^a)  •  *  • 

(1)  *  *  * 

(vii)  Bear  interest  from  the  date  of 
issue,  payable  semiannually  on  the  first 
day  of  January  and  the  first  day  of  July 
of  each  year  at  the  rate  in  effect  as  of 
the  date  the  commitment  was  Issued,  or 
as  of  the  date  of  initial  insurance  en¬ 
dorsement  of  the  mortgage,  whichever 
rate  is  the  higher.  The  following  inter¬ 
est  rates  are  effective  for  the  dates  listed: 


Effective  rate 

On  or  after— 

Prior  to— 

3?i_- 

Percent 

Jan. 

July 

Jan. 

1.1969 

1. 1969 
1,1961 

July  1,1969 
Jan.  1, 1061 

(Sec. 

211,  52  Stat.  23;  12  U.S.C. 

1715b.  In- 

terprets  or  appUes  sec.  207,  52  Stat.  16.  as 
amended:  12  U.S.C.  1713) 


SUBCHAPTER  M — MILITARY  AND  ARMED  SERV¬ 
ICES  HOUSING  MORTGAGE  INSURANCE 

PART  2  93a— ARMED  SERVICES 
HOUSING  INSURANCE;  RIGHTS 
AND  OBLIGATIONS  OF  THE  MORT¬ 
GAGEE  UNDER  THE  INSURANCE 
CONTRACT 

Subpart  A — Military  Personnel 

Section  293a.9(a>  (1)  (vii)  is  amended  to 
read  as  follows: 

§  293a.9  Delivery  of  debentures  and  cer- 
tifirate  of  claim. 

(a)  •  *  * 

(!)*•• 

(vii)  Bear  Interest  from  the  date  of 
issue,  payable  semiannually  on  the  first 
day  of  January  and  the  first  day  of  July 
of  each  year  at  the  rate  in  effect  as  of 
the  date  the  commitment  was  issued,  or 
as  of  the  date  of  initial  insurance  en¬ 
dorsement  of  the  mortgage,  whichever 
rate  is  the  higher.  The  following  in¬ 
terest  rates  are  effective  for  the  dates 
listed: 


Effective  rate 

On  or  after— 

Prior  to— 

Percent 

8M . 

4)4 . 

3>4 . 

Jan. 

July 

Jan. 

I.IMO 
1,1069 
1, 1961 

July  Lm*® 
Jan.  1, 1961 

(Sec.  807,  69  SUt.  661;  12  UJ3.C.  1748f.  In¬ 
terprets  or  applies  sec.  803,  69  Stat.  647,  as 
amended:  12  UJ3.C.  1748b) 
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RULES  AND  REGULATIONS 


Issued  at  Washington,  D.C.,  December 
22. 1960. 

Norman  P.  Mason, 
Acting  Federal  Housing  Commissioner. 

|P.R.  Doc.  60-12041;  Piled.  Dec.  27,  1960; 
8:51  a.m.| 


Title  14— AERONAUTICS  AND 
SPACE 

Chapter  III — Federal  Aviation  Agency 

SUBCHAPTER  E — AIR  NAVIGATION 
REGULATIONS 

[Airspace  Docket  No.  60-KC-771 

PART  600--DESIGNATION  OF 
FEDERAL  AIRWAYS 

Modification 

On  October  8,  1960,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (25  F.R.  9686)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  designate  a  west  alternate  to 
VOR  Federal  airway  No.  15  between  Bis¬ 
marck,  N.  Dak.,  and  Minot,  N.  Dak. 

No  adverse  comments  were  received 
regarding  the  proposed  amendment. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  F.R.  4530) 
and  for  the  reasons  stated  in  the  notice, 
the  following  action  is  taken; 

In  the  text  of  §  600.6015  (14  CFR 
600.6015,  25  F.R.  5481,  8635)  “to  the 
Minot,  N.  Dak.,  VOR.”  is  deleted  and  “to 
the  Minot,  N.  Dak.,  VOR,  including  a  W 
alternate  via  the  INT  of  the  Bismarck 
VOR  333*  True  and  the  Minot  VOR  197* 
True  radials.”  is  substituted  therefor. 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t.  February  9,  1961. 

(Sec.  307(a) .  72  Stat.  749;  49  UJS.C.  1348) 

Issued  in  Washington,  D.C.,  on 
December  20,  1960. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  60-11979;  Piled,  Dec.  27,  1960; 
8:45  a.m.) 


[Airspace  Docket  No.  60-KC-69) 

PART  600— DESIGNATION  OF 
FEDERAL  AIRWAYS 

Modification 

On  September  29,  1960,  a  notice  of 
proposed  rule  making  was  published  in 
the  Federal  Register  (25  F.R.  9294) 
stating  that  the  Federal  Aviation  Agency 
proposed  to  modify  the  standard  west 
alternate  of  VOR  F^eral  airway  No.  67 
between  Mason  City,  Iowa,  and  Roches¬ 
ter,  Minn. 

No  adverse  comments  were  received 
regarding  the  proposed  amendment. 


Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  F.R.  4530) 
and  for  the  reasons  stated  in  the  notice, 
the  following  action  is  taken: 

In  the  text  of  §  600.6067  '14  CFR 
600.6067)  “Mason  City,  Iowa,  omnirange 
station;  to  the  Rochester,  Minn.,  omni¬ 
range  station,  including  a  west  alter¬ 
nate.”  is  deleted  and  “Mason  City,  Iowa, 
VORTAC  to  the  Rochester,  Minn.,  VOR, 
including  a  W  alternate  via  the  INT  of 
the  Mason  City  VORTAC  023°  True  and 
the  Rochester  VOR  243°  True  radials.” 
is  substituted  therefor. 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t.  February  9,  1961. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  Decem¬ 
ber  20,  1960. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  60-11978;  Piled,  Dec.  27,  1960; 

8:45  a.m.[ 


I  Airspace  Docket  No.  60-WA-265  j 

PART  600— DESIGNATION  OF 
FEDERAL  AIRWAYS 

PART  601— DESIGNATION  OF  THE 
CONTINENTAL  CONTROL  AREA, 
CONTROL  AREAS,  CONTROL 
ZONES,  REPORTING  POINTS,  POSI¬ 
TIVE  CONTROL  ROUTE  SEGMENTS, 
AND  POSITIVE  CONTROL  AREAS 

Modification  of  Federal  Airways  and 
Associated  Control  Areas 

The  purpose  of  these  amendments  to 
§§  600.6035,  600.6115,  and  601.6115  of  the 
regulations  of  the  Administrator  is  to 
modify  VOR  Federal  airways  No.  35  and 
No.  115  and  associated  control  areas. 

Victor  airway  No.  35  extends  from  Key 
West,  Fla.,  to  Pittsburgh,  Pa.,  and  from 
Johnstown,  Pa.,  to  Syracuse,  N.Y.  The 
continuity  of  this  airway  is  broken  be¬ 
tween  Johnstown  and  Pittsburgh.  The 
Federal  Aviation  Agency  (FAA)  is  re¬ 
voking  the  segment  of  V-35  between 
Charleston,  W.  Va.,  and  Pittsburgh  and 
extending  V-35  from  Charleston  to 
Johnstown  via  the  Clarksburg,  W.  Va., 
VOR,  the  Morgantown,  W.  Va.,  VORTAC, 
and  the  Indian  Head,  Pa.,  VOR.  This 
segment  will  coincide  with  VOR  Federal 
airway  No.  106. 

Victor  aiinvay  No.  115  extends  in  part 
from  Crestview,  Fla.,  to  Charleston. 
The  FAA  is  extending  this  segment  of 
Victor  115  from  Charleston  to  Pitts¬ 
burgh  via  the  Parkersburg,  W.  Va.,  VOR. 
This  segment  will  coincide  with  the  seg¬ 
ment  of  Victor  35  between  Charleston 
and  Pittsburgh  that  is  being  revoked 
herein.  These  modifications  will  not  in¬ 
volve  the  designation  of  any  additional 
navigable  airspace. 

Since  these  amendments  impose  no 
additional  burden  on  any  person,  notice 
and  public  procedure  hereon  are  imnec- 


essary.  However,  since  it  is  necessary 
that  sufficient  time  be  allowed  to  permit 
appropriate  changes  to  be  made  on  aero¬ 
nautical  charts,  these  amendments  will 
become  effective  more  than  30  days  after 
publication. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  F.R.  4530) , 
the  following  actions  are  taken: 

1.  In  the  text  of  §  600.6035  (14  CFR 
600.6035,  25  F.R.  583,  10049)  “Parkers¬ 
burg,  W.  Va.,  VOR;  INT  of  the  Parkers¬ 
burg  VOR  060°  and  the  Pittsburgh  VOR 
223°  radials;  to  the  Pittsburgh,  Pa.,  VOR. 
From  the  Johnstown,  Pa.,  VOR  via  the” 
is  deleted  and  “INT  of  the  Charleston 
VORTAC  051°  True  and  the  Elkins,  W. 
Va.,  VORTAC  264°  True  radials;  Clarks¬ 
burg,  W.  Va.,  VOR;  Morgantown,  W.  Va., 
VORTAC;  Indian  Head,  Pa.,  VOR; 
Johnstown,  Pa.,  VOR;”  is  substituted 
therefor. 

2.  In  §  600.6115  (14  CFR  600.6115)  the 
following  changes  are  made: 

(a)  In  the  caption  “to  Charleston, 
W.  Va.,”  is  deleted  and  “to  Pittsburgh, 
Pa.,”  is  substituted  therefor. 

(b)  In  the  text  “to  the  Charleston, 
W.  Va.,  VOR”  is  deleted  and  “Charleston, 
W.  Va.,  VORTAC:  Parkersburg,  W.  Va., 
VOR;  INT  of  the  Parkersburg  VOR  060° 
True  and  the  Pittsburgh,  Pa.,  VORTAC 
223°  True  radials;  to  the  Pittsburgh 
VORTAC.”  is  substituted  therefor. 

3.  In  the  caption  of  §601.6115  (14 
CFR  601.6115)  “to  Charleston.  W.  Va..” 
is  deleted  and  “to  Pittsburgh,  Pa.”  is 
substituted  therefor. 

These  amendments  shall  become  effec¬ 
tive  0001  e.s.t.,  February  9,  1961. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  Decem¬ 
ber  20,  1960. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  60-11980;  Piled,  Dec.  27,  1960; 

8:45  a.m.] 


[Airspace  Docket  No.  60-WA-174] 

PART  601— DESIGNATION  OF  THE 
CONTINENTAL  CONTROL  AREA, 
CONTROL  AREAS,  CONTROL 
ZONES,  REPORTING  POINTS,  POSI¬ 
TIVE  CONTROL  ROUTE  SEGMENTS, 
AND  POSITIVE  CONTROL  AREAS 

Modification  of  Control  Zone 

On  September  14,  1960,  a  notice  of 
proposed  rule  making  was  published  in 
the  Federal  Register  (25  FH.  8825) 
stating  that  the  Federal  Aviation  Agency 
(FAA)  proposed  to  modify  the  Peru, 
Ind.,  control  zone. 

As  stated  in  the  notice,  the  Peru,  Ind., 
control  zone  is  presently  designated 
within  a  5-mile  radius  of  Bunker  Hill  Air 
Force  Base,  and  within  2  miles  either 
side  of  the  extended  centerline  of  the 
Bunker  Hill  AFB  northeast-southwest 
runway  extending  to  a  point  9  miles 
southwest  of  the  end  of  the  runway. 
The  FAA  proposed  the  following: 

1.  Designate  a  control  zone  extension 
northeast  of  the  Bunker  Hill  AFB  on 
the  042°  True  radial  of  the  TVOR  (Lat. 
40°38'28"  N,  Long.  86°09'02"  W)  ex- 
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tending  from  the  5>mlle  radius  zone  to 
12  miles  northeast  of  the  IVOR. 

2.  Designate  a  control  zone  extension 
within  a  5-mile  radius  of  the  Kokomo, 
Ind.,  Municipal  Airport;  and  within  2 
miles  either  side  of  the  131*  True  radial 
of  the  Kokomo  VOR  extending  from  the 
Kokomo  5-mile  radius  zone  to  12  miles 
southeast  of  the  VOR. 

3.  Redesignate  the  present  southwest 
control  zone  extension  by  realigning  it 
on  the  220*  True  radial  of  the  Bunker 
Hill  APB  TACAN,  and  extending  it  from 
the  5-mile  radius  zone  to  10  miles  south¬ 
west  of  the  TACAN  (Lat.  40*38'58'"  N. 
Long.  86*08'00"  W). 

4.  Designate  control  zone  extensions 
southwest  of  the  Bunker  Hill  APB  on  the 
226*  and  231*  True  radials  of  the  TVOR 
extending  from  the  5-mile  radius  zone 
to  12  miles  southwest  of  the  TVOR. 

These  modifications  would  provide  pro¬ 
tection  for  aircraft  executing  prescribed 
instrument  approach  procedures  to  the 
Bunker  Hill  Air  Force  Base  and  the 
Kokomo  Municipal  Ah^port  during  in¬ 
strument  flight  rule  weather  conditions. 

Pour  comments  were  received  regard¬ 
ing  the  proposed  amendment.  The  Air¬ 
craft  Owners  and  Pilots  Association 
(AOPA)  Questioned  the  need  for  a  con¬ 
trol  zone  extension  based  on  the  TACAN 
since  they  did  not  And  a  published  ap¬ 
proach  for  the  Bimker  Hill  AJH  TACAN. 
AOPA  further  stated  that  this  extension 
appeared  excessive  and  requested  a  re¬ 
view  of  the  need  for  this  particular  con¬ 
trol  zone  extension.  Two  TACAN 
approaches  are  published  for  Bunker  Hill 
APB  (JAL-470-TACAN  1  and  2).  These 
approaches  specify  that  appro8u:hing  air¬ 
craft  cross  the  8  nautical  mile  gate  at 
1,487  feet  above  the  elevation  of  the  air¬ 
port.  Since  it  is  not  possible  to  deter¬ 
mine  the  exact  point  an  aircraft  will 
descend  below  1,000  feet  above  the  ter¬ 
rain  between  the  8  nautical  mile  gate 
and  the  airport,  the  PAA  considers  it 
necessary  in  this  instance  to  extend  the 
control  zone  extension  to  the  approach 
gate  which,  at  8  nautical  miles  from  the 
approach  end  of  the  runway,  is  estab¬ 
lished  in  accordance  with  the  UJ5.  Man¬ 
ual  of  Criteria  for  Standard  Instrument 
Approach  Procedures. 

The  Aeronautics  Commission  of 
Indiana,  USAF,  and  Air  Transport  Asso¬ 
ciation  of  America  endorsed  the  proposed 
amendment. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pimsuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
and  for  the  reasons  stated  herein  and  in 
the  notice,  §  601.2378  (14  CFR  601.2378) 
is  amended  to  read: 

§  601.2378  Peru,  Ind.,  control  zone. 

Within  a  5-mile  radius  of  Bunker  Hill 
Air  Force  Base,  Peru,  Ind.,  (Lat. 
40*39'38"  N,  Long.  86*08'31"  W) ;  within 
2  miles  either  side  of  the  042*,  226*,  and 
231*  True  radials  of  the  Bunker  Hill 
APB  TVOR  extending  from  the  5-mile 
radius  zone  to  12  miles  NE  and  SW  of  the 


TVOR;  within  2  miles  either  side  of  the 
220*  True  radial  of  the  Bunker  Hill  APB 
TACAN,  extending  from  the  5-mile 
radius  zone  to  10  miles  SW  of  the 
TACAN;  within  a  5-mile  radius  of  the 
Kokomo,  Ind.,  Municipal  Airport  (Lat. 
40*31'43"  N,  Long.  86*03'33"  W) ;  and 
within  2  miles  either  side  of  the  131* 
True  radial  of  the  Kokomo  VOR  extend¬ 
ing  from  the  Kokomo  5-mile  radius  zone 
to  12  miles  SE  of  the  VOR. 

This  amendment  shall  become  effective 
0001  e.s.t.  March  9,  1961. 

(Sec.  807(a).  72  Stat.  749;  49  UA.C.  1348) 

Issued  in  Washington,  D.C.,  on  De¬ 
cember  20,  1960. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

(F.R.  Ddc.  60-11977;  Piled,  Dec.  27,  1960; 
8:45  a.m.] 


[Airspace  Docket  No.  60-WA-2381 

PART  6  0  2--  ESTABLISHMENT  OF 

CODED  JET  ROUTES  AND  NAVI¬ 
GATIONAL  AIDS  IN  THE  CON¬ 
TINENTAL  CONTROL  AREA 

Modification  of  Coded  Jet  Route 

On  October  14,  1960,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (25  F.R.  9872)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  modify  the  segment  of 
VOR/VORTAC  jet  route  No.  13  between 
Cheyenne,  Wyo.,  and  Great  Falls,  Mont. 

No  adverse  comments  were  received 
regarding  the  proposed  amendment. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  F.R.  4530) 
and  for  the  reasons  stated  in  the  notice, 
the  following  action  is  taken; 

In  the  text  of  §602.513  (14  CPR 
602.513)  “Casper,  Wyo.,  VOR;  Living¬ 
ston,  Mont.,  VOR”  is  deleted  and  “Crazy 
Woman,  Wyo.,  VOR;  Billings,  Mont., 
VOR”  is  substituted  therefor. 

This  amendment  shall  become  effective 
0001  e.s.t.  February  9, 1961. 

(Sec.  307(a).  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  p.C.,  on 
December  20,  1960. 

D.  D.  Thomas, 
Director.  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  60-11976;  Piled,  Dec.  27.  1960; 

8:45  a.m.] 


(Airspace  Docket  No.  60-WA-228] 

PART  6  0  2  —  establishment  OF 
CODED  JET  ROUTES  AND  NAVI¬ 
GATIONAL  AIDS  IN  THE  CON¬ 
TINENTAL  CONTROL  AREA 

Modification  of  Coded  Jet  Routes 

On  October  4.  1960,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 


Federal  Register  (25  PJl.  9474)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  modify  VOR/VORTAC  jet 
routes  No.  24.  29  and  32. 

No  adverse  comments  were  received 
regarding  the  proposed  amendments. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rules  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ments  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  F.R.  4530) 
and  for  the  reasons  stated  in  the  notice, 
the  following  actions  arc  taken: 

1.  In  the  text  of  §  602.524  (14  CFR 
602.524)  “Garden  City,  Kans..  VOR; 
Salina,  Kans.,  VOR;  Kansas  City,  Mo., 
VOR;  St.  Louis,  Mo.,  VOR;  Indianapolis, 
Ind.,  VOR;  INT  Indianapolis  113*  and. 
Charleston  291*  radials;  Charleston, 
W.  Va.,  VOR  to  the  Plat  Rock.  Va.. 
VOR.”  is  deleted  and  “Garden  City, 
Kans.,  VORTAC;  INT  of  Garden  City 
VORTAC  066*  True  and  the  Salina, 
Kans.,  VORTAC  257*  True  radials; 
Salina  VORTAC;  Kansas  City,  Mo., 
VORTAC;  St.  Louis,  Mo.,  VORTAC; 
Indianapolis,  Ind.,  VORTAC;  INT  of  the 
Indianapolis  VORTAC  120*  True  and  the 
Charleston,  W.  Va.,  VORTAC  284*  True 
radials ;  Charleston  VORTAC  to  the  Flat 
Rock,  Va.,  VORTAC.”  is  substituted 
therefor. 

2.  In  the  text  of  §  602.529  (14  CFR 
602.529)  “Evansville,  HI.,  VOR;  Dayton, 
Ohio,  VOR;”  is  deleted  and  “Evansville, 
HI.,  VORTAC;  INT  of  the  Evansville 
VORTAC  052®  True  and  the  Dayton, 
Ohio,  VORTAC  231®  True  radials;  Day- 
ton  VORTAC;”  is  substituted  therefor. 

3.  In  the  text  of  §  602.532  (14  CPR 
602.532)  “Aberdeen,  S.  Dak.,  VOR  to 
the  Duluth,  Minn.,  VOR.”  is  deleted  and 
“Aberdeen,  S.  Dak.,  VOR;  INT  of  the 
Aberdeen  VOR  067*  True  and  the  Duluth. 
Minn.,  VOR  258®  True  radials  to  the 
Duluth  VOR.”  is  substituted  therefor. 

These  amendments  shall  become  effec¬ 
tive  0001  e.s.t.  February  9,  1961. 

(Sec.  307(a),  72  Stat.  749;  49  U.8C.  1348) 

Issued  in  Washington,  D.C.,  oh  De¬ 
cember  20,  1960. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

|FB.  Doc.  60-11975;  Plied,  Dec.  27,  1960; 
8:45  am.] 


[Airspace  Docket  No.  60-AN-l] 

.  PART  608— RESTRICTED  AREAS 

Modification  of  a  Restricted  Area/ 
Military  Climb  Corridor 

On  October  1,  1960,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (25  PR.  9419)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  modify  the  Anchorage.  Alaska 
(Elmendorf  APB),  Restricted  Area/MUl- 
tary  Climb  Corridor  (Rr-561)  (CThart- 
Alaska  RP).  • 

No  adverse  comments  were  received 
regarding  the  proposed  amendment. 
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Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pursuant  to  the  authority  del^ated  to 
me  by  the  Administrator  (25  P.R.  8005), 
and  for  the  reasons  stated  in  the  notice, 
the  Anchorage,  Alaska  (Elmendorf  AFB) 
Restricted  Area/Military  Climb  Corridor 
(R-561)  (Chart-Alaska  RP)  in  §  608.61 
Alaska  (24  P.R.  3230),  is  amended  to 
read: 

1.  Anchorage,  Alaska  (Elmendorf 
APB),  Restrict^  Area/Military  Climb 
Corridor  (R-561)  ((Thart- Alaska  RP). 

Description.-  That  area  centered  on  the 
296”  True  radial  of  the  Elmendorf  Air  Force 
Base  TACAN,  extending  from  3  statute  miles 
from  the  west  end  of  Elmendorf  AFB  runway 
23  to  25  statute  miles  from  the  west  end  of 
runway  23.  and  having  a  width  of  2.145 
statute  miles  at  the  beginning  and  expanding 
uniformly  to  a  width  of  42  statute  miles  at 
the  outer  extremity. 

Designated  altitudes. 

3,000'  MSL  to  27,000'  MSL  from  3  statute 
miles  west  of  the  west  end  of  runway  23 
to  5  statute  miles  west  of  the  west  end  of 
runway  23. 

5,000'  MSL  to  27,000'  MSL  from  5  to  7 
statute  miles  west  of  the  west  end  of  run¬ 
way  23. 

7,000'  MSL  to  27,000'  MSL  from  7  to  12 
statute  miles  west  of  the  west  end  of  run¬ 
way  23. 

10,000'  MSL  to  27.000'  MSL  from  12  to 
17  statute  miles  west  of  the  west  end  of 
runway  23. 

13,000'  MSL  to  27,000'  MSL  from  17  to  22 
statute  miles  west  of  the  west  end  of  runway 
23. 

16,000'  MSL  to  27,000'  MSL  from  22  to  25 
statute  miles  west  of  the  west  end  of  runway 
23. 

Time  of  designation.  Continuous. 

Controlling  agency.  Anchorage  Approach 
Control,  FAA 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t.  February  9,  1961. 

(Sec.  S07(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  De¬ 
cember  20,  1960. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

(F.R.  Doc.  60-11981;  FUed,  Dec.  27,  1960; 

8:45  a.m.] 

Title  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  III — Bureau  of  Foreign  Com¬ 
merce,  Department  of  Commerce 

SUBCHAPTER  B — EXPORT  REGULATIONS 

|9th  Gen.  Rev.  Export  Regs.,  Arndt.  46 1] 

PART  371— GENERAL  LICENSES 
Miscellaneous  Amendments 

1.  Section  371.52  Supplement  2; 
Commodities  destined  to  Poland  ( in¬ 
cluding  Danzig)  which  are  excepted  from 

^Thla  amendment  was  published  in  Cur¬ 
rent  ERport  Bulletin  843,  dated  December 
15.  1960. 


General  License  GRO  is  amended  by 
adding  the  following  commodities  to  the 
list  of  comm(xlities: 

Schedule  B  No.  Commodity 

61875 _ Steel  storages  tanks,  lined,  n.e.c. 

61936 _ Gas  cylinders  (all  metal  and  all 

sizes),  unfilled. 

61995 _ Gas  storage  containers,  except 

iron  and  steel.' 

'For  other  Items  under  this  Schedule  B 
number  which  require  a  validated  license 
for  shipments  to  Poland  (including  Danzig), 
see  the  Positive  List  (!  399.1  of  this  chapter). 

2.  Section  371.53  Supplement  3; 
Commodities  destined  to  the  Dominican 
Republic  which  are  excepted  from  Gen¬ 
eral  License  GRO  is  amended  by  sub¬ 
stituting  the  following  entries  for  entries 
presently  on  the  list  of  commodities: 

Schedule  B  No.  Commodity  Description 

70922.. .  Starting,  lighting,  and  Ignition 

equipment,  and  specially  fabri¬ 
cated  parts  and  accessories, 
n.e.c.,  except  battery  clips; 
dimmer  switches;  Ignition 
locks;  sockets;  spark  plug 
parts;  starter  springs;  switches; 
terminals;  and  wiring  connec¬ 
tors.' 

79148.. .  Parts  listed  In  footnote  2  below, 

specially  fabricated,  ordered 
and  Invoiced  as  original  equip¬ 
ment  for  passenger,  commer¬ 
cial.  and  military  vehicles 
previously  shipped.'* 

70168.. .  Leaf  springs,  and  spring  leaves, 

for  replacement. 

79261  _ Parts  listed  In  footnote  2  below, 

for  assembly.' » 

79262  _ Parts  listed  in  footnote  2  below, 

for  spares,  replacement,  or 
manufacture  Into  larger  com¬ 
ponents.'  * 

79277 _ Parts  listed  In  footnote  2  be¬ 

low,  for  military  automotive 
vehicles.'  * 

'  For  other  Items  under  this  Schedule  B 
number  which  require  a  validated  license  for 
shipments  to  the  Dominican  Republic  see  the 
Positive  List  ( §  399.1  of  this  chapter) . 

*The  following  parts  and  accessories  are 
Included  In  this  list  imder  Schedule  B  Nos. 
79148  through  79277:  axle  shafts;  ball  and 
socket  Joints;  brake  drums.  carburetOTs; 
clutch  plates;  clutches;  connecting-rod 
bearings;  crankshaft  bearings;  crank  shafts; 
cylinder  blocks;  cylinder  heads;  diesel  fuel 
Injection  equipment;  differential  gears; 
differential  units;  drive  gears;  drive  shafts; 
engine  bearings;  engine  parts;  engine  re¬ 
building  packages;  engines;  engine  valve 
assemblies;  four-wheel  drive  conversion 
units;  fuel  piunps;  gear  shift  units;  gears, 
rear  end;  knee-action  springs  (helical  or 
coil);  leaf  springs;  main  bearlng^s;  needle 
valves;  piston  rings;  pistons;  propellor 
shafts;  rgar  axle  housings;  spring  leaves; 
steering  apparatus;  third  axle  assemblies; 
timers;  timing  gears;  torque  convertors; 
transmission  gears;  transmission  units;  uni¬ 
versal  Joints;  water  pumps;  and  wheels. 

This  amendment  shall  become  effec¬ 
tive  as  of  December  23,  1960,  except  that 
with  respect  to  shipment  of  any  com¬ 
modities  removed  from  general  license 
as  a  result  of  this  amendment  which 
were  on  dock  for  lading,  on  lighter,  laden 
aboard  an  exporting  carrier,  or  in  transit 
to  a  port  of  exit  pursuant  to  actual  or¬ 
ders  for  export  prior  to  12:01  a.m.,  De¬ 
cember  23,  1960,  may  be  exported  imder 
the  previous  general  license  provisions 
up  to  and  including  January  16,  1961. 
Any  such  shipment  not  laden  aboard  the 


exporting  carrier  on  or  before  January 
16,  1961  requires  a  validated  license  for 
export. 

(Sec.  3,  63  stat.  7;  50  U.S.C.  App.  2023.  E.O. 
9630,  10  FJt.  12245,  3  CFR,  1945  Supp.,  E.O. 
9919,  13  F.R.  59,  3  CFR,  1948  Supp.) 

Loring  K.  Macy, 
Director,  Bureau  of 
Foreign  Commerce. 

[F.R.  Doc.  60-12024;  Filed,  Dec.  27,  1960; 
8:49  a.m.] 


Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 

SUBCHAPTER  B— FOOD  AND  FOOD  PRODUCTS 

PART  121— FOOD  ADDITIVES 

Subpart  F — Food  Additives  Resulting 
From  Contact  With  Containers  or 
Equipment  and  Food  Additives 
Otherwise  Affecting  Food 

Nylon  Resins  as  Components  of  Equip¬ 
ment  Used  in  Processing  (Not  Pack¬ 
aging)  Food 

The  Commissioner  of  Food  and  Drugs, 
having  evaluated  the  data  submitted  in 
petitions  filed  by  E.  I.  duPont  deNemours 
and  Company,  Wilmington,  Delaware, 
and  other  relevant  material,  has  con¬ 
cluded  that  the  following  food  additive 
regulations  should  issue  in  conformance 
with  section  409  of  the  Federal  Food, 
Drug,  and  Cosmetic  Act  with  respect  to 
certain  nylon  resins  to  be  used  as  com¬ 
ponents  of  food-processing  equipment. 
Therefore,  pursuant  to  the  provisions  of 
the  act  (sec.  409(c)(1),  72  Stat.  1786; 
21  U.S.C.  348(c)  (D)  and  under  the  au¬ 
thority  delegated  to  the  Commissioner 
by  the  Secretary  of  Health,  Education, 
and  Welfare  (25  F.R.  8625):  It  is  or¬ 
dered,  That  the  food  additive  regulations 
(21  CFR  Part  121)  be  amended  by  add¬ 
ing  thereto  the  following  new  sections: 

§  121.2502  66  Nylon  resin. 

66  nylon  resin  (polyhexamethylene 
adipamide) ,  as  defined  in  paragraph  (b) 
of  this  section  and  subject  to  the  con¬ 
ditions  prescribed  in  this  section,  may 
safely  be  used  to  produce  articles  (ex¬ 
cept  food  packages)  intended  for  use 
in  processing  and  handling  food. 

(a)  66  nylon  is  manufactured  by  the 
condensation  of  hexamethylenediamine 
and  adipic  acid  under  controlled  condi¬ 
tions  whereby  it  meets  the  specifications 
and  tests  prescribed  in  paragraphs  (b) 
and  (c)  of  this  section. 

(b)  Specifications — (1)  Qualitative 
tests — (1)  Infrared  identification.  66 
nylon  has  characteristic  infrared  spec¬ 
tra  useful  for  identification  purposes. 

(ii)  Other  properties  for  identifying 
66  nylon  are  as  follows : 

(a)  Specific  gravity _ 1.14±0.016 

Determined  by  weighing  a  1-gram  to 
5 -gram  specimen  first  in  air  and  then 
in  freshly  boiled  distilled  water  at 
23”  C.  ±2”  C. 
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(b)  Melting  point .  476*  P.  -4»5*  P. 

The  melting  point  Is  determined  as  fol¬ 
lows:  Use  a  hot-stage  aj^aratus.  The 
luse  of  crossed  nlcol  prisms  with  a  micro¬ 
scope  hot  stage  and  reading  of  the 
thermometer  when  the  birefringence 
disappears  Increase  the  accuracy.  If  the 
crossed  nlcol  apparatus  Is  not  available, 
use  the  lowest  temperature  at  which  the 
sample  becomes  transparent  or  the  sharp 
edges  or  corners  of  the  sample  become 
rounded  as  the  melting  point.  In  case 
of  doubt  as  to  the  onset  of  melting,  the 
sample  Is  prodded  with  a  sharp  Instru¬ 
ment.  If  It  sticks  to  the  heating  block. 
It  Is  considered  to  have  melted.  If  the 
melting  point  Is  low,  dry  the  sample  In 
an  oven  at  86*  C.  for  24  hours  In  a 
nitrogen  atmosphere. 

<c)  Solubility  In  boiling  4.2iy  Dissolves  In 
HCl.  1  hour. 

The  test  Is  run  on  a  sample  approximately 
the  size  of  a  i/i-lnch  cube  In  at  least  25 
milliliters  of  4.217  HCl. 

(2)  Extractability  limitations  using 
the  method  described  in  paragraph  (c) 
of  this  section. 

Percent 

66  nylon : 

Water  _  1.0 

96  percent  ethyl  alcohol _  1.  0 

Ethyl  acetate _  0. 1 

Benzene  _  0. 1 

(c)  Procedure  lor  determining  the 
material  extractable .  from  nylon  resins 
by  selected  solvents.  (1)  The  granules 
of  nylon  molding  powders  are  in  the 
proper  form  for  the  extraction  tests 
described  in  this  section.  Samples  of 
fabricated  articles  such  as  pipe,  fittings, 
and  other  components  must  be  cut  to 
approximately  the  size  of  the  molding 
powder.  This  can  be  done  conveniently 
by  using  a  small-scale  commercial  plas¬ 
tics  granulator  and  cutting  the  sample 
through  a  screen  having  V*-inch  mesh. 
Pine  particles  should  be  separated  from 
the  cut  resin  by  screening  through  a  20- 
mesh  screen.  The  material  retained  on 
the  screen  is  suitable  for  the  extraction 
tests. 

(2)  The  organic  solvents  must  be  of 
American  Chemical  Society  analytical 
reagent  grade;  distilled  water  is  used. 
Approximately  100  grams  of  the  prepared 
sample  is  weighed  to  the  nearest  milli¬ 
gram.  The  weighed  resin  is  transferred 
to  a  300-milliliter  round-bottom  flask 
equipped  with  a  reflux  condenser.  Ap¬ 
proximately  100  milliliters  of  solvent  is 
added  to  the  flask  and  the  contents  re¬ 
fluxed  gently  for  8  hours  with  a  heating 
mantle.  The  solvent  is  then  Altered  off 
while  still  hot,  using  a  Buchner  funnel 
approximately  5  inches  in  diameter,  a 
suction  flask,  and  a  hardened  filter  paper 
(Whatman  No.  50  or  equivalent).  The 
paper  is  wet  with  the  solvent  and  a  slight 
suction  applied  just  before  starting  the 
filtration.  The  resin  is  washed  twice 
with  approximately  100-milliliter  por¬ 
tions  of  warm  solvent  and  the  combined 
filtrate  and  washings  are  reduced  to  ap¬ 
proximately  25  milliliters  by  evaporation 
at  reduced  pressure  (50  millimeters  to 
100  millimeters  of  mercury,  absolute), 
heating  as  necessary.  The  contents  of 
the  flask  are  transferred  to  an  evaporat¬ 
ing  dish  (which  has  been  held  in  a 
vacuum  desiccator  over  anhydrous  cal¬ 
cium  sulfate  until  constant  weight  has 
been  attained) .  The  weight  of  the  solid 
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residue  is  determined  by  difference  after 
holding  in  a  vacuum  desiccator  over  an¬ 
hydrous  calcium  sulfate  until  constant 
weight  has  been  attained.  The  percent 
of  solids  extracted  is  calculated  by  divid¬ 
ing  the  weight  of  the  solid  residue  by  the 
weight  of  the  sample  and  multiplying 
by  100. 

§  121.2503  610  Nylon  resins. 

610  nylon  (polyhexamethylene  seba- 
camide)  as  defined  in  paragraph  (a)  of 
this  section  and  subject  to  the  further 
conditions  prescribed  in  this  section,  may 
safely  be  used  to  produce  articles  (ex¬ 
cept  food  packages)  intended  for  use  in 
processing  and  handling  food. 

(a)  610  nylon  is  manufactured  by  the 
condensation  of  hexamethylenediamine 
and  sebacic  acid,  under  controlled  con¬ 
ditions,  whereby  it  meets  the  specifica¬ 
tions  and  tests  prescribed  in  paragraphs 

(b)  and  (c)  of  this  section. 

(b)  Specifications — (1)  Qualitative 
tests — (i)  Infrared  identification.  610 
nylon  has  characteristic  infrared  spectra 
useful  for  identification  purposes. 

(ii)  Other  properties  for  identifying 
610  nylon: 

(a)  Specific  gravity _ 1.09±0.015 

Determined  by  weighing  a  1-gram  to  6- 

gram  specimen  first  in  air  and  then  in 
freshly  boiled  distilled  water  at  23* 
C  "^2*  C 

(b)  Melting  point -  405*  P.— 425°  P. 

The  melting  point  is  determined  as  fol¬ 
lows:  Use  a  hot-stage  apparatus.  The 
use  of  crossed  nlcol  prisms  with  a  micro¬ 
scope  hot  stage  and  reading  of  the 
theromometer  when  the  birefringence 
disappears  increase  the  accuracy.  If  the 
crossed  nlcol  apparatus  is  not  available, 
\ise  the  lowest  temperature  at  which  the 

'  sample  becomes  transparent  or  the  sharp 
edges  or  corners  of  the  sample  become 
rounded  as  the  melting  point.  In  case 
of  doubt  as  to  the  onset  of  melting,  the 
sample  is  prodded  with  a  sharp  instru¬ 
ment.  If  it  sticks  to  the  heating  block, 
it  is  considered  to  have  melted.  If  the 
melting  point  is  low,  dry  the  sample  in 
an  oven  at  86*  C.  for  24  hours  in  a  nitro¬ 
gen  atmosphere. 

(c)  Solubility  in  boiling  4.217  Insoluble 

HCl.  after  1 

horn. 

The  test  is  run  on  a  sample  approximately 
the  size  of  a  -inch  cube  in  at  least  26 
milliliters  of  4.217  HCl. 

(2)  Extractability  limitations. 


610  nylon:  Percent 

Water . . . 0.26 

95  percent  ethyl  alcohol _  1.0 

Ethyl  acetate _  0.15 

Benzene _  0.15 


(c)  Procedure  for  determining  the 
material  extractable  from  nylon  resins 
by  selected  solvents  is  described  in 
§  121.2502(c). 

§  121.2504  66/610  nylon  resins. 

Copolymer  66/610  nylon,  as  defined  in 
paragraph  (a)  of  this  section  and  fur¬ 
ther  subject  to  the  conditions  prescribed 
in  this  section,  may  safely  be  used  to 
produce  articles  (except  food  packages) 
intended  for  use  in  processing  and  han¬ 
dling  food  (except  milk). 

(a)  Copolymer  66/610  nylon  is  manu¬ 
factured  by  polymerizing  equal  weights 
of  the  66  and  610  monomeric  salts  under 
controlled  conditions  whereby  It  meets 
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the  specifications  and  tests  prescribed 
in  paragraphs  (b)  and  (c)  of  this 
section. 

(b)  Specifications — (1)  Qualitative 
tests — (i)  Infrared  identification.  Co¬ 
polymer  66/610  nylon  has  characteristic 
infrared  spectra  useful  for  identification 
purposes. 

(ii)  Other  properties  for  identifying 
copolymer  66/610  nylon: 

(o)  Specific  gravity _ 1.10±0.016 

Determined  by  weighing  a  1-gram  to  6- 
gram  specimen  first  In  air  and  then  In 
freshly  boiled  distilled  water  at  32*  C. 
±2*  C. 

(b)  Melting  point .  376*  P.-396*  P. 

The  melting  point  Is  determined  as  fol¬ 
lows:  Use  a  hot-stage  apparatus.  The 
use  of  crossed  nlcol  prisms  with  a 
microscope  hot  stage  and  reading  of  the 
thermometer  when  the  birefringence 
disappears  Increase  the  accuracy.  If  the 
crossed  nlcol  apparatus  Is  not  available, 
use  the  lowest  temperature  at  which  the 
sample  becomes  transparent  or  the 
sharp  edges  or  corners  of  the  sample  be¬ 
come  rounded  as  the  melting  point. 
In  case  of  doubt  as  to  onset  of  melting, 
the  sample  Is  prodded  with  a  sharp  In¬ 
strument.  If  It  sticks  to  the  heating 
block.  It  Is  considered  to  have  melted. 
If  the  melting  point  Is  low.  dry  the  sam¬ 
ple  In  an  oven  at  85*  C.  for  24  hours  In 
a  nitrogen  atmosphere. 

(c)  Solubility  In  boiling  4.2N  Dissolves  In 


HCl.  1  hour. 

(2)  Extractability  limitations. 

Nylon  copolymer  66/610:  Percent 

Water _  1.0 

96  percent  ethyl  alcohol _  1. 5 

Ethyl  acetate _  0. 16 

Benzene _  0. 16 


(c)  Procedure  for  determining  the  ma¬ 
terial  extractable  from  nylon  resins  by 
selected  solvents  is  described  in  §  121.- 
2502(c). 

Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at  any 
time  prior  to  the  thirtieth  day  from  the 
date  of  its  publication  in  the  Federal 
Register  file  with  the  Hearing  Clerk,  De¬ 
partment  of  Health,  Education,  and 
Welfare,  Room  5440,  330  Independence 
Avenue  SW.,  Washington  25,  D.C.,  writ¬ 
ten  objections  thereto.  Objections  shall 
show  wherein  the  person  filing  will  be 
adversely  affected  by  the  order  and 
specify  with  particularity  the  provisions 
of  the  order  deemed  objectionable  and 
the  grounds  for  the  objections.  If  a 
hearing  is  requested,  the  objections 
must  state  the  issues  for  the  hearing. 
A  hearing  will  be  granted  if  the  objec¬ 
tions  are  supported  by  grounds  legally 
sufficient  to  justify  the  relief  sought. 
Objections  may  be  accompanied  by  a 
memorandum  or  brief  in  support  thereof. 
All  documents  shall  be  filed  in 
quintuplicate. 

Effective  date.  This  order  shall  be  ef¬ 
fective  on  the  date  of  its  publication  in 
the  Federal  Register. 

(Sec.  409(c).  72  Stat.  1786;  21  UB.C.  348) 

Dated:  December  20,  19C0. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[FR.  Doc.  60-12022;  Piled,  Deo.  27.  1960; 

8:49  am.) 
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RULES  AND  REGULATIONS 


SUBCHAPTEI  C — DRUGS 

PART  146— GENERAL  REGULATIONS 
FOR  THE  CERTIFICATION  OF  ANTI¬ 
BIOTIC  AND  ANTIBIOTIC-CON¬ 
TAINING  DRUGS 

Animal  Feed  Containing  Antibiotic 
Drugs 

Under  the  authority  vested  in  the  Sec¬ 
retary  of  Health.  Education,  and  Wel¬ 
fare  by  the  Federal  Pood,  Drug,  and  Cos¬ 
metic  Act  (sec.  507,  59  Stat.  463,  as 
amended;  21  U.S.C.  357)  and  delegated 
to  the  Commissioner  of  Food  and  Drugs 
by  the  Secretary  (23  P.R.  9500,  25  PJl. 
5611),  the  general  regulations  for  the 
certification  of  antibiotic  and  antibiotic- 
containing  drugs  (21  CFR  146.26)  are 
amended  by  adding  to  paragraph  (b) 
the  following  new  subparagraph  (45) : 

§  146.26  Animal  feed  containing  peni¬ 
cillin. 

•  •  *  *  • 

(b)  •  •  • 

(45)  It  is  intended  .for  use  in  the  pre¬ 
vention  and  control  of  cecal  and  intesti¬ 
nal  coccidiosis  in  chickens  caused  by 
Eimeria  acervulina,  Eimeria  brunetti, 
Eimeria  maxima,  Eimeria  necatrix,  and 
Eimeria  tenella,  and  for  stimulating 
growth  and  improving  feed  efficiency  in 
growing  chickens;  its  labeling  bears  ade¬ 
quate  directions  and  warnings  for  such 
use.  including  a  warning  against  its  use 
in  laying  hens;  it  contains,  per  ton  of 
feed,  not  less  than  2.4  grams  of  penicillin 
and  not  more  than  50  grams  of  penicil¬ 
lin;  and  it  contains  the  following  quan¬ 
tities  of  zoalene  (3,5-dinitro-o-tolua- 
mide).  by  weight  of  feed,  imder  the  con¬ 
ditions  and  for  the  ages  of  chickens 
indicated: 


Growing  conditions 

Percent  of 
drug  in  feed 
foi  birds  up 
to  6  weeks 
of  age 

Percent  of 
dru^  in  feed 
for  birds  from 
6-14  weeks 

1  of  age 

Severe  exposure  to  oooci- 
diosis. 

0.0125 

0.0083-0.0125 

Light  to  moderate  ex¬ 
posure  to  coccidiosis. 

0.0083 

0.0063-0.0083 

The  exemption  from  certification  is 
granted  with  the  further  proviso  that 
there  has  been  submitted  to  the  Commis¬ 
sioner,  in  triplicate,  adequate  informa¬ 
tion  of  the  kind  described  in  §  146.7 
to  establish  the  safety  and  efficacy  of  the 
article  and  to  guarantee  its  identity, 
strength,  quality,  and  purity.  The  ex¬ 
emption  shall  expire  at  the  beginning 
of  any  act  changing  the  composition  or 
labeling  of  such  drug,  or  the  methods 
used  in  and  the  facilities  and  controls 
used  for  its  manufacturing,  processing, 
and  packaging,  or  in  its  labeling,  unless 
the  person  who  obtains  the  exemption 
has  submitted  to  the  Commissioner,  in 
triplicate,  amended  information  that  de¬ 
scribes  such  proposed  changes,  and  such 
amendment  has  been  accepted  by  the 
Commissioner.  $  Both  concentrates  and 
finished  poultry  feed  containing  zoalene 
must  comply  with  all  the  requirements 
of  §  121.207  of  this  chapter,  inclu(iing 
labeling. 

Notice  and  public  procedure  are  not 
necessary  prerequisites  to  the  promulga¬ 


tion  of  this  order,  and  I  so  find,  since  it 
was  drawn  in  collaboration  with  inter¬ 
ested  members  of  the  affected  Industry, 
since  it  relaxes  existing  requirements, 
and  since  it  would  be  contrary  to  pub¬ 
lic  interest  to  delay  providing  for  the 
amendment  incorporated  in  this  order. 

I  further  find  that  animal  feed  con¬ 
taining  antibiotic  drugs  and  conforming 
with  the  conditions  prescribed  in  this 
order  need  not  comply  with  the  require¬ 
ments  of  sections  502(1)  and  507  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
in  order  to  insure  their  safety  and 
efficacy. 

Effective  date.  This  order  shall  be¬ 
come  effective  on  the  date  of  its  pub¬ 
lication  in  the  Federal  Register,  since 
both  the  public  and  the  affected  industry 
will  benefit  by  the  earliest  effective  date, 
and  I  so  find. 

(Sec.  507,  59  Stat.  463,  as  amended;  21  U.S.C. 
367) 

Dated:  December  19,  1960, 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Foods  and  Drugs. 

[P.R.  Doc.  60-12000;  Piled,  Dec.  27.  1960; 

8:46  ajn.] 


Chapter  11 — Bureau  of  Narcotics, 

Department  of  the  Treasury 

(T.D.  60] 

PART  302— IMPORTATION  AND  EX¬ 
PORTATION  OF  NARCOTIC  DRUGS 

PART  303— OPIUM  POPPIES 

PART  304— ADJUDICATION  AND 
LICENSING 

PART  305— OPIATES 

PART  307— MANUFACTURING  OF 
NARCOTIC  DRUGS 

Miscellaneous  Amendments 

On  pages  11227  to  11235  of  the 
Federal  Register  of  November  26,  1960, 
there  was  published  a  notice  of  proposed 
rule  making  to  issue  regulations  with  re¬ 
spect  to  importation  and  exportation  of 
narcotic  drugs;  opium  poppies;  adjudica¬ 
tion  and  licensing;  opiates;  and  manu¬ 
facturing  of  narcotic  drugs. 

After  consideration  of  all  such  relevant 
matter  as  was  presented  by  interested 
persons  regarding  the  rules  proposed,  the 
regulations  as  so  published  are  hereby 
adopted  subject  to  the  changes  set  forth 
below : 

Paragraph  1.  Paragraph  (b)  of 
§  307.121  is  amended  by  changing  the 
word  “was”  appearing  in  the  third 
sentence  to  read  “will  be”;  by  changing 
the  words  “has  relied”,  appearing  in  the 
fourth  sentence  to  read  “will  rely”,  and 
the  word  “took”  in  the  same  sentence  to 
read  “will  take”. 

Par.  2.  Section  307.127  is  deleted  in 
its  entirety. 

Effective  date.  This  Treasury  Decision 
shall  become  effective  January  1, 1961. 

[seal]  H.  J.  Anslinger, 

Commissioner  of  Narcotics. 

Approved:  December  22, 1960. 

A.  Gilmore  Flues, 

Acting  Secretary  of  the  Treasury. 


In  Part  302— Importation  and  Expor¬ 
tation  of  Narcotic  Drugs: 

1.  Section  302.17  Exportation  Is  re¬ 
vised  to  read  as  follows: 

§  302.17  Exportation. 

(a)  Except  as  otherwise  provided  in 
paragraph  (b)  of  this  section,  no  per¬ 
son  shall  In  any  manner  export  from  or 
take  out  of  the  United  States,  or  cause 
to  be  exported  or  taken  out  of  the  United 
States  any  narcotic  drug,  nor  shall  any 
carrier  receive  for  exportation,  or  export, 
or  carry  out  of  the  United  States  any 
narcotic  drug,  unless  and  until  a  permit, 
in  due  form  to  export  the  narcotic  drug 
in  each  instance  shall  have  been  issued 
by  the  Commissioner. 

(b)  A  pharmaceutical  preparation, 
containing  a  narcotic  drug,  conforming 
to  the  standEU'ds  set  forth  in  26  CFR 
151.422  as  a  Class  “M”  product  may  be 
exported  or  taken  out  of  the  United 
States  without  compliance  with  require¬ 
ments  set  forth  in  §§  302.17-302.27. 

2.  Section  302.19  Foreign  import  li¬ 
cense  or  permit  to  be  submitted  is 
amended  by  changing  “legitimate”  to 
read  “scientific”.  As  so  amended, 

§  302.19  reads  as  follows: 

§  302.19  Foreign  import  license  or  per* 
mit  to  be  submitted. 

There  shall  also  be  submitted  with  the 
application  any  import  license  or  per¬ 
mit  (and  a  translation  thereof  if  in  a 
foreign  language)  or  a  certified  copy  of 
any  such  license  or  permit  issued  by 
competent  authorities  in  the  countiy 
of  destination,  or  other  documentary 
evidence  deemed  adequate  by  the  Com¬ 
missioner  i^owing  that  the  merchandise 
is  consigned  to  an  authorized  permittee, 
that  it  is  to  be  applied  exclusively  to 
medical  and  scientific  uses  within  the 
country  of  destination,  that  it  will  not 
be  reexported  from  such  country,  and 
that  there  is  an  actual  shortage  of  and 
a  demand  for  the  merchandise  for  med¬ 
ical  and  scientific  uses  within  such 
country.  Verification  by  an  American 
consular  officer  of  signatures  on  for¬ 
eign  import  licenses  will  be  necesary  if 
such  licenses  do  not  bear  the  seal  of  the 
officer  signing  them. 

In  Part  303 — Opium  Poppies: 

3.  Section  303.6  Production  in  excess 
of  quantities  named  in  licenses  is  re¬ 
numbered  §  303.7. 

4.  Section  303.8  Issuance  of  license  to 
manufacture  is  revoked  and  §  303.7  Ap¬ 
plication  for  license  to  manufacture  is 
renumbered  §  303.8  and  is  revised  to 
read  as  follows: 

§  303.8  License  to  manufacture. 

Any  person  who  desires  to  manufac¬ 
ture  opium  or  opium  products  from 
opium  poppies  shall  first  obtain  the  re¬ 
quired  license  and  quota  for  the  manu¬ 
facture  of  a  basic  class  of  narcotic  drug 
and  be  subject  to  all  of  the  provisions 
and  requirements  of  the  Narcotics  Man¬ 
ufacturing  Act  of  1960  (Pub.  Law  86-429, 
74  Stat.  55),  and  the  regulations  issued 
pui*suant  thereto  (Part  307  of  this  chap¬ 
ter)  .  No  further  manufacturing  license 
shall  be  required.  However,  no  license  to 
manufacture  opium  or  opium  products 
from  opium  poppies  shall  be  issued  by 
the  Commissioner  unless  he  tods  that 
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the  medical  and  scientific  needs  of  the 
United  States  for  narcotic  drugs  are  not 
being  or  cannot  be  supplied  from  crude 
opium  obtained  by  importation. 

5.  Section  303.9  Limitations  is  renum¬ 
bered  section  303.6  and  is  revised  to  read 
as  follows: 

§  303.6  Limitations. 

All  licenses  to  produce  opium  poppies, 
issued  by  the  Commissioner,  shall  be 
limited  to  such  number,  localities,  and 
areas  as  the  Commissioner  shall  deter¬ 
mine  to  be  appropriate  to  supply  the 
medical  and  scientific  needs  of  the 
United  States  for  opium  or  opium  prod¬ 
ucts,  with  due  regard  to  provision  for 
reasonable  reserves.  It  shall  be  the 
policy  of  the  Commissioner,  so  far  as 
practicable,  to  confine  the  production  of 
opium  poppies  to  such  areas  as  will  per¬ 
mit  efiBcient  and  economical  enforcement 
of  the  narcotic  laws  and  regulations. 

In  Part  304 — Adjudication  and  Li¬ 
censing  Procedure: 

6.  Parj^raph  (g)  of  §  304.1  is  revised 
to  read  as  follows: 

§  304.1  Adjudication  and  licensing. 

«  *  •  «  * 

(g)  Functions  of  the  Secretary  of  the 
Treasury,  or  his  delegate  under  Opiates 
Act.  Under  subsection  (g)  of  section 
4731  of  the  Internal  Revenue  Code  of 
1954,  as  amended  by  section  4(b)  of  the 
Narcotics  Manufacturing  Act  of  1960 
(Pub.  Law  86-429,  74  Stat.  57) ,  the  Sec¬ 
retary  of  the  Treasury  or  his  delegate  has 
the  function  of  making  a  determination, 
after  due  notice  and  an  opportunity  for 
public  hearing,  of  what  substances  shall 
be  an  “opiate”  as  that  term  is  defined  in 
21  CPR  Part  305. 

In  Part  305 — Opiates: 

7.  Section  305.1  Hearing;  notice  is  re¬ 
vised  to  read  as  follows: 

§  305.1  Opiate. 

(a)  Definition.  The  word  “opiate” 
shedl  mean  any  drug  (as  defined  in  the 
Federal  Food,  Drug,  and  Cosmetic  Act 
(21  U.S.C.  321(g)))  or  other  substance 
found  by  the  Commissioner  of  Narcotics 
(after  considering  the  technical  advice 
of  the  Secretary  of  Health,  Education, 
and  Welfare,  or  his  delegate,  on  the 
subject)  to  have  (1)  an  addiction-form¬ 
ing  or  addiction-sustaining  liability 
similar  to  morphine  or  cocaine;  or  (2)  to 
be  capable  of  conversion  into  a  drug 
having  such  addiction-forming  or  addic¬ 
tion-sustaining  liability  with  relative 
technical  simplicity  and  degree  of  yield 
as  to  create  a  risk  of  improper  use. 

(b)  Finding.  Prior  to  making  any 
finding  that  a  drug  or  other  substance 
is  an  "opiate”  (as  defined  in  paragraph 
(a)  of  this  section),  the  Commissioner 
of  Narcotics  shall  give  due  notice  of  his 
intention  to  consider  the  desirability  of 
making  such  a  finding  and  afford  an 
opportunity  for  a  public  hearing  to  all 
interested  parties.  Not  less  than  twenty 
days  prior  to  the  date  set  for  a  hearing, 
the  Commissioner  shall  cause  to  be  pub¬ 
lished  in  the  Federal  Register  a  notice 
setting  forth  the  date,  time  and  place  of 
the  proposed  hearing.  Any  person  de¬ 
siring  to  be  heard  shall  furnish  written 
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notice  to  the  Commissioner  not  later 
than  twenty  days  from  the  date  notice 
of  hearing  is  published  in  the  Federal 
Register.  If  no  written  notice  of  a  de¬ 
sire  to  be  heard  shall  be  received  by  the 
Commissioner  within  such  period  of 
twenty  days,  no  hearing  shall  be  held, 
but  the  Commissioner  shall  proceed  to 
make  a  finding  based  on  all  available 
evidence  including  pharmacological  and 
clinical  tests  of  the  drug.  If  written 
notice  of  a  desire  to  be  heard  is  received 
by  the  Commissioner  within  the  pre¬ 
scribed  period  of  twenty  days,  the  hear¬ 
ing  will  be  held  in  accordance  with  the 
original  notice.  When  the  Commissioner 
finds  that  a  drug  is  an  “opiate”,  he  shall 
proclaim  such  finding  in  the  Federal 
Register  after  which  all  of  the  provisions 
of  the  Federal  narcotic  laws  shall  apply 
to  such  drug. 

(c)  Termination.  The  Commissioner 
of  Narcotics  may  withdraw  any  previous 
finding  that  a  drug  or  other  substance 
is  an  "opiate”  whenever  he  determines 
that  such  previous  finding  was  erroneous. 
Such  determination  shall  take  effect  im¬ 
mediately  upon  publication  in  the  Fed¬ 
eral  Register  and  the  particular  drug  or 
other  substance  shall  thereupon  cease  to 
be  an  “opiate”.  The  Commissioner  may, 
although  he  is  not  bound  to,  consider  any 
action  taken  by  the  World  Health  Or¬ 
ganization  pursuant  to  Article  3  of  the 
1948  Protocol  in  withdrawing  a  drug  or 
other  substance  previously  declared  an 
“opiate”. 

§  305.2  [Revocation] 

8.  Section  305.2  Procedure  is  revoked. 
Part  307 — Manufacturing  of  Narcotic 

Drugs: 

9.  A  new  Part  307 — Manufacturing  of 
Narcotic  Drugs,  is  added  to  read  as  fol¬ 
lows: 

General  Provisions 

Sec. 

307.61  Hearings. 

307.52  Practice  before  Bureau  of  Narcotics. 

307.63  Definitions. 

307.64  Delegation  of  functions. 

International  Control  of  Narcotic  Drugs 

307.61  Notifications,  findings  and  decisions 

under  1948  Protocol. 

807.62  Findings  by  United  Nations  organs. 

307.63  Withdrawal  of  narcotic  drug  from 

international  control. 

Basic  Classes  of  Narcotic  Drugs 

307.71  Modification  of  list  of  basic  classes 

of  narcotic  drugs. 

307.72  Establishment  of  a  new  basic  class 

of  narcotic  drug. 

Manufacture  of  Narcotic  Drugs 

307.81  Restrictions  on  manufacture  of 

narcotic  drugs. 

807.82  Omission  of  a  narcotic  drug  from 

a  basic  class. 

307.83  Manufacture  for  scientific  research 

and  testing. 

Manufacturers'  Licenses 

307.90  License  to  manufacture  narcotic 

drugs;  generally. 

307.91  Registration  as  a  prerequisite  to 

issuance  of  license. ' 

307.92  Requirements  for  license  applica¬ 

tions. 

307.93  Action  upon  applications. 

307.94  Factors  governing  issuance  of 

licenses. 

307.95  Period  of  validity  of  licenses. 

307.96  Assignment  or  transfer  of  licenses. 


Sec. 

307.97  Warning  to  licensees  for  failure  to 

comply. 

307.98  Order  to  show  cavise. 

307.99  Suspension  of  licenses. 

307.100  Revocation  of  licenses. 

Authority  TO  Seize  Narcotic  Drugs,  Order 
Forms  and  Tax  Stamps 

307.111  Sealing  and  safeguarding  of  nar¬ 

cotic  drugs. 

307.112  Forfeiture  of  narcotic  drugs. 

Manufacturing  Quotas 

307.121  Manufacturing  quotas  for  basic 
classes  of  narcotic  drugs;  gener¬ 
ally. 

307.122'  Individual  manufacturing  quotas. 

307.123  Formula  for  fixing  individual  man¬ 

ufacturing  quotas. 

307.124  Provisional  manufacturing  quotas. 
307.126  Application  for  individual  manu¬ 
facturing  quotas. 

307.126  Increase  in  individual  manufactur¬ 
ing  quotas. 

Incidental  Manufacture  op  Narcotic 
Drugs 

307.131  Exception  from  applicability  of  li¬ 
cense  and  quota  provisions. 

Manufacture  of  Narcotic  Precursors 
307.141  Narcotic  precursors. 

Importation  of  Narcotic  Drugs 

307.151  ImpKirtation  of  narcotic  drugs  for 
scientific  purposes. 

General  Provisions 

§  307.51  Hearings. 

To  the  extent  that  a  hearing  under 
the  regulations  in  this  part  is  required 
pursuant  to  the  provisions  of  the  Ad¬ 
ministrative  Procedure  Act  (60  Stat. 
237) ,  such  hearing  shall  be  conducted  in 
accordance  therewith.  The  Commis¬ 
sioner  may  specify  such  procedural  rules 
as  may  be  necessary  from  time  to  time  to 
secure  the  efiBcient  and  expeditious  con¬ 
duct  of  hearings. 

§  307.52  Practice  before  Bureau  of  Nar¬ 
cotics  by  former  employees. 

(a)  Matters  pending  while  employed. 
No  person  having  served  as  an  agent,  dis¬ 
trict  supervisor,  administrative  ofiBcer, 
attorney  or  in  any  other  capacity  with 
the  Bureau  of  Narcotics  shall,  within  two 
years  after  the  termination  of  his  em¬ 
ployment  with  the  Bureau,  practice  or  in 
any  manner  act  as  an  attorney  or  agent 
or  as  the  employee  of  an  attorney  or 
agent  in  any  matter  pending  during  the 
period  of  his  emplosrment  therein,  un¬ 
less  he  shall  first  obtain  the  written  con¬ 
sent  of  the  Commissioner.  This  consent' 
will  not  be  granted  unless  it  appears  that 
the  applicant  for  such  consent  did  not 
give  personal  consideration  to  the  matter 
or  gain  knowledge  of  the  facts  involved 
during  and  by  reason  of  his  employment 
111  the  Bureau  of  Narcotics. 

(b)  Practice  before  Bureau.  For  the 
purpose  of  this  section,  practice  before 
the  Bureau  shall  Include  the  preparation 
of  any  statement,  opinion  or  other  paper 
by  any  attorney,  accountant,  chemist, 
pharmacologist  or  other  expert  filed  with 
the  Commissioner. 

§  307.53  Definitions. 

As  used  in  this  part: 

“Act”  means  the  Narcotics  Manufac¬ 
turing  Act  of  1960,  Pub.  Law  86-429  (74 
Stat.  55). 
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“Bureau”  means  the  United  States 
Bureau  of  Narcotics. 

"Commissioner”  means  the  Commis> 
sioner  of  Narcotics. 

“Licensee”  means  a  person  granted  a 
license  under  section  8  of  Act  to  manu> 
facture  a  basis  class  of  narcotic  drug. 

“Manufacture”  means  the  production 
of  a  narcotic  drug,  either  directly  or  in¬ 
directly,  by  extraction  from  substances 
of  vegetable  origin,  or  independently  by 
means  of  chemical  synthesis  or  by  a 
combination  of  extraction  and  chemical 
s3mthesls. 

“Narcotic”,  “narcotics”,  or  “narcotic 
drugs”  means  any  of  the  substances  de¬ 
fined  as  narcotic  drugs  in  section  4731(a) 
of  the  Internal  Revenue  Code  of  1954,  as 
amended  by  section  4(a)  of  the  Narcotics 
Manufacturing  Act  of  1960. 

“Person”  includes  an  individual,  part¬ 
nership,  corporation,  association,  trust, 
or  other  institution  or  entity. 

“1912  Convention”  means  the  Inter¬ 
national  Opium  Convention  for  the  Sup¬ 
pression  of  the  Abuses  of  Opium  and 
other  Drugs  signed  at  the  Hague.  Janu¬ 
ary  23, 1912,  and  entered  into  force  with 
respect  to  the  United  States,  February 

11.  1915. 

“1925  Convention”  means  the  Inter¬ 
national  Opium  Convention  signed  at 
Geneva,  February  19,  1925  to  which  the 
United  States  is  not  a  party. 

“1931  Convention”  means  the  Conven¬ 
tion  for  Limiting  the  Manufacture  and 
Regulating  the  Distribution  of  Narcotic 
Drugs,  concluded  at  Geneva,  July  13, 
1931,  and  entered  into  force  with  respect 
to  the  United  States  July  9,  1933. 

“1946  Protocol”  means  the  protocol 
amending  the  Conventions  of  1912,  1925 
and  1931,  signed  at  Lake  Success  on  De¬ 
cember  11,  1946,  and  entered  into  force 
with  respect  to  the  United  States,  August 

12,  1947. 

“1948  Protocol”  means  the  protocol 
bringing  under  international  control 
drugs  outside  the  scope  of  the  1931  Con¬ 
vention,  signed  at  Paris,  November  19, 
1948.  and  entered  into  force  with  respect 
to  the  United  States,  September  11, 1950. 

§  307.54  Delegation  of  functions. 

Treasury  Department  Order  No.  180-5 
issued  by  the  Acting  Secretary  of  the 
Treasury,  dated  August  3,  1960  (25  FH. 
7544)  provides  as  follows: 

By  virtue  of  the  authority  vested  In  me 
by  Reorganization  Plan  No.  26  of  1950  and 
by  Pit.  86-429,  there  Is  hereby  delegated  to 
the  Commissioner  of  Narcotics  authority  to 
perform  all  the  functions  of  the  Secretary 
of  the  Treasury  under  PL.  86-429,  74  Stat. 
55,  cited  as  the  “Narcotics  Manufacturing 
Act  of  I960". 

The  functions  herein  transferred  to  the 
Commissioner  of  Narcotics  may  be  delegated 
by  him  to  subordinates  as  he  deems  necessary. 

Regulations  Issued  by  tlie  Commissioner 
of  Narcotics  under  the  Narcotics  Manufactur¬ 
ing  Act  of  1960  shall  be  subject  to  approval 
by  the  Secretary  of  the  Treasury. 

International  Control  or  Narcotic 
Drugs 

§  307.61  ISotiflcations,  flndings  and  de- 
ciNions  under  the  1948  Protwol. 

(a)  Notification  given.  The  United 
States  is  obligated,  as  a  signatory  state 
Party  to  the  1948  Protocol  to  notify  the 
Secretary-General  of  the  United  Nations 


whenever  it  considers  that  a  drug  which 
is  or  may  be  used  for  medical  or  scientific 
purposes  is  liable  to  the  same  kind  of 
abuse  and  productive  of  the  same  kind 
of  harmful  effects  as  the  drugs  specified 
in  Article  1,  Paragraph  2  of  the  1931  Con¬ 
vention  and  is  not  covered  by  that  Con¬ 
vention.  The  notification  to  the  Secre¬ 
tary-General  of  the  United  Nations  shall 
be  made  only  after  the  Commissioner  has 
found  and  proclaimed  such  drug  to  be  an 
“opiate”  in  accordance  with  the  proce¬ 
dure  prescribed  by  section  4731(g)  of  the 
Internal  Revenue  Code  of  1954,  as 
amended  by  section  4(b)  of  the  Narcotics 
Manufacturing  Act  of  1960. 

(b)  Notification  received.  When  the 
United  States  receives  notification  from 
the  Secretary-General  of  the  United 
Nations  (pursuant  to  Article  1  or  2  of  the 
1948  Protocol)  based  on  a  decision  of  the 
World  Health  Organization  or  of  the 
Commission  on  Narcotic  Drugs  of  the 
Economic  and  Social  Council  that  a  drug 
which  is  or  may  be  used  for  medical  or 
scientific  purposes  and  which  is  liable 
to  the  same  kind  of  abuse  and  productive 
of  the  same  kind  of  harmful  effects  as 
the  drugs  specified  in  Article  1,  Para¬ 
graph  2  of  the  1931  Convention,  and  is 
not  covered  by  the  1931  Convention,  is 
capable  of  producing  addiction  or  of  con¬ 
version  into  a  drug  capable  of  producing 
addiction,  the  Commissioner  shall  cause 
to  be  published  in  the  Federal  Register 
such  decision  of  the  World  Health  Or¬ 
ganization  or  Commission  on  Narcotic 
Drugs,  unless  such  drug  has  already  been 
determined  to  be  an  “opiate”  in  accord¬ 
ance  with  section  4731(g)  of  the  Internal 
Revenue  Code  of  1954,  as  amended  by 
section  4(b)  of  the  Narcotics  Manufac¬ 
turing  Act  of  1960.  From  the  time  of 
such  publication,  the  drug  will  be  subject 
to  the  same  control  as  an  “opiate”  in  the 
same  manner  as  if  it  had  bwn  so  deter¬ 
mined  and  proclaimed  by  the  Conmiis- 
sioner  pursuant  to  the  procedure  set 
forth  in  section  4731(g)  of  the  Internal 
Revenue  Code  of  1954,  as  amended  by 
section  4(b)  of  the  Narcotics  Manufac¬ 
turing  Act  of  1960. 

§  307.62  Findings  by  United '  Nations 
organs. 

(a)  Arguments  opposed  to  finding  or 
decision.  Any  person  interested  in  the 
domestic  manufacture  and  distribution 
for  medical  or  scientific  purposes  of  a 
drug  which  becomes  subject  to  control 
by  virtue  of  the  procedure  set  forth  in 
§  307.61(b) ,  may  submit  to  the  Commis¬ 
sioner  of  Narcotics  written  data,  views, 
briefs  and  argument  opposed  to  such 
finding  or  decision.  The  Commissioner 
shall  transmit  such  written  data,  views, 
briefs  and  argument  to  the  Department 
of  State  for  transmittal  to  the 
Secretary-General  of  the  United  Nations 
for  consideration  of  the  World  Health 
Organization  or  the  Commission  on  Nar¬ 
cotic  Drugs,  as  the  case  may  be,  (under 
Article  3  of  the  1948  Protocol),  as  the 
written  opposition  of  such  interested 
party,  and  not  necessarily  as  Uie  views 
of  the  United  States. 

(b)  Revised  finding  or  decision.  If, 
after  the  submission  of  written  data, 
views,  and  argument  to  the  Secretary- 
General  of  the  United  Nations  in  ac¬ 
cordance  with  paragraph  (a) ,  the 


United  States  receives  a  revised  finding 
or  decision  that  the  drug  in  question 
is  not  capable  of  producing  addiction 
or  conversion  into  a  drug  capable  of  pro¬ 
ducing  addiction  and  that  the  provisions 
of  the  1931  Convention  shall  not  apply 
to  such  drug,  the  Commissioner  of  Nar¬ 
cotics  shall  cause  such  revised  finding 
or  decision  to  be  published  in  the  Fed¬ 
eral  Register  within  ninety  (90)  days 
of  receipt  thereof.  Prom  the  time  of 
such  publication,  such  drug  shall  cease 
to  be  an  “opiate”,  unless  the  Commis¬ 
sioner  has  previously  initiated  an  “opi¬ 
ate”  procedure  pursuant  to  section 
4731(g)  of  the  Internal  Revenue  Code  of 
1954,  as  amended  by  section  4(b)  of  the 
Narcotics  Manufacturing  Act  of  1960. 

§  307.63  Withdrawal  of  Narcotic  Drug 
from  International  control. 

General:  When  the  United  States  re¬ 
ceives  a  revised  finding  or  decision  (un¬ 
der  Article  3  of  the  1948  Protocol)  that  a 
drug  already  subject  to  the  federal  nar¬ 
cotic  laws  as  an  “opiate”  is  not  capable 
of  producing  addiction  or  of  conversion 
into  a  drug  capable  of  producing  addic¬ 
tion  and  that  the  provisions  of  the  1931 
Convention  shall  not  apply  to  such  drug, 
the  Commissioner  of  Narcotics  may.  in 
his  discretion,  cause  to  be  published  in 
the  Federal  Register  such  revised  find¬ 
ing  or  decision  and,  from  the  time  of 
publication,  such  drug  shall  cease  to  ^ 
an  “opiate”.  If  on  the  other  hand  the 
Commissioner,  in  his  discretion,  does  not 
cause  such  revised  finding  or  decision 
to  be  published  in  the  Federal  Register, 
the  drug  in  question  shall  continue  to  be 
an  “opiate”. 

Basic  Classes  of  Narcotic  Drugs 

§  307.71  Modification  of  list  of  basic 
class  of  narcotic  drugs. 

(a)  Definition  of  ‘‘basic  class"  of  nar¬ 
cotic  drug.  The  term  “basic  class”  of 
narcotic  drug  means  any  class  of  nar¬ 
cotic  drug  which  has  been  included  in  the 
list  enumerated  in  section  3(g)  of  the 
Narcotics  Manufacturing  Act  of  1960, 
as  such  list  may  be  altered  from  time  to 
time  by  adding  to,  subtracting  from,  or 
further  defining  any  such  class. 

(b)  Alteration  of  a  basic  class. 
Whenever  the  Commissioner  of  Narcotics 
shall,  either  upon  his  own  motion  or  upon 
the  application  of  an  interested  party, 
determine  that  a  narcotic  drug  as  de¬ 
fined  in  section  4731  of  the  Internal  Rev¬ 
enue  Code  of  1954,  as  amended  by  section 
4  of  the  Narcotics  Manufacturing  Act  of 
1960,  on  the  basis  of  its  chemical  struc¬ 
ture  and  content  possesses  an  addiction¬ 
forming  or  addiction-sustaining  liability 
or  convertibility  into  an  addicting  drug 
so  great  as  to  present  a  hazard,  if  man¬ 
ufactured  and  distributed,  to  the  public 
health  and  safety,  he  may  alter  the 
classification  set  forth  in  section  3(g)  of 
this  Act  by  subtracting  such  basic  class 
from  existing  classification  or  he  may 
further  define  such  basic  class,  as  the 
case  may  be.  The  Commissioner,  prior 
to  making  such  alteration,  shall  cause  to 
be  published  in  the  Federal  Register  a 
notice  fus  to  this  proposed  subtraction 
or  further  definition  of  a  basic  class. 
Such  notice  shall  also  apprise  interested 
parties  of  their  right  to  request  a  hearing 
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as  to  the  proposed  alteration  of  a  basic 
class. 

(c)  Addition  of  a  new  basic  class  to 
existing  classification.  No  new  basic 
class  of  narcotic  drug  shall  be  added  by 
the  Commissioner  to  the  established  enu¬ 
meration  unless  he  shall  first  have  de¬ 
termined  that; 

(1)  such  drug  is  a  narcotic  drug  as 
defined  by  section  4731  of  the  Internal 
Revenue  Code  of  1954,  as  amended  by 
section  4  of  the  Narcotics  Manufactur¬ 
ing  Act  of  1960,  or  has  caused  to  be  pub¬ 
lished  in  the  Federal  Register  a  deter¬ 
mination  to  this  effect  pursuant  to 
section  5  of  this  Act;  and 

(2)  to  permit  the  manufacture  of  such 
drug  will  not  be  contrary  to  the  public 
health  and  safety. 

§  307.72  Establishment  of  a  new  basic 
class  of  narcotic  drug. 

(a)  Request  to  establish  a  new  basic 
class  of  narcotic  drug.  A  person  inter¬ 
ested  in  having  a  new  basic  class  of  nar¬ 
cotic  drug  established,  as  provided  in 
§  307.71,  shall  file  a  formal  written  re¬ 
quest  therefor  with  the  Commissioner  of 
Narcotics  on  Bureau  Form  187. 

(b)  Preparation  of  Bureau  Form  187. 
The  applicant  for  the  establishment  of 
a  new  basic  class  of  narcotic  drug  in 
preparing  Bureau  Form  187  shall,  to 
the  extent  available,  render  the  follow¬ 
ing  information  called  for  on  the  form: 

(1)  CJeneric  name  for  drug; 

(2)  International  non-proprietary 
name  of  the  drug; 

(3)  Chemical  name  or  description 
(structural  formula) ; 

(4)  Cjteneral  description  and  composi¬ 
tion; 

(5)  Therapeutic  action  and  uses; 

(6)  Advantages,  if  any,  over  similar 
drugs  already  in  use; 

(7)  Known  or  suspected  habituation 
or  addiction  potentials; 

(8)  Known  side  effects,  if  any,  and 
precautions  desirable  in  its  use; 

(9)  Methods  of  administration  and 
recommended  dosage; 

(10)  Nature  of  applicant’s  interest  in 
the  drug. 

(c)  Submission  of  Bureau  Form  185. 
The  applicant  for  the  establishment  of 
a  new  basic  class  of  narcotic  drug,  in 
addition  to  the  filing  of  Bureau  Form 
187,  shall  prepare  and  file  Bureau  Form 
185.  The  purpose  of  this  form  is  to  pro¬ 
vide  the  Commissioner  with  whatever 
information  is  available  respecting  the 
chemical  formulas,  physical  properties 
and  general  identification  of  new  nar¬ 
cotic  drugs  and  their  closely  related 
analogs,  on  which  the  Bureau  is  called 
upon  to  take  some  action,  particularly 
new  synthetics  and  newly  prepared 
opium  derivatives,  whose  properties  are 
not  yet  published  in  standard  chemical 
or  pharmaceutical  reference  works. 

(d)  Addition  of  new  basic  class  by 
Commissioner.  Where  the  Commis¬ 
sioner,  on  his  own  initiative,  determines 
in  accordance  with  paragraph  (c)  of 
§  307.71,  that  the  addition  of  a  new  basic 
class  of  narcotic  drug  to  the  existing 
classification  would  not  be  contrary  to 
the  public  health  and  safety,  he  shall 
cause  a  notice  to  this  effect  to  be  pub¬ 
lished  in  the  Federal  Register.  The 


notice  shall  also  apprise  interested 
parties  that  they  may  request  a  hearing 
as  to  the  proposed  addition  of  a  new 
basic  class  of  narcotic  drug  to  the  exist¬ 
ing  classification,  as  enumerated  in  sec¬ 
tion  3(g)  of  the  Act. 

(e)  Granting  of  application  to  estab¬ 
lish  a  new  basic  class.  If  on  the  basis 
of  all  the  information  before  him.  the 
Commissioner  determines  that  the  ap¬ 
proval  of  an  application  for  the  addition 
of  a  new  basic  class  to  the  existing 
classification  would  be  consistent  with 
the  law  and  the  public  health  and  safety, 
he  shall  cause  to  be  published  in  the 
Federal  Register  a  notice  to  the  effect 
that  an  application  to  establish  a  new 
basic  class  of  narcotic  drug  has  been 
made  by  a  named  applicant,  specifying 
the  class  of  narcotic  drug  involved  and 
apprising  all  interested  parties  of  their 
right  to  request  a  hearing  as  to  the  pro¬ 
posed  addition  of  a  new  basic  class  to 
the  existing  classifications.  The  notice 
shall  indicate  that  in  the  absence  of 
evidence  convincing  the  Commissioner 
that  such  course  is  inappropriate,  he 
intends  to  grant  the  application. 

(f)  Final  determination  to  establish  a 
new  basic  class.  'The  Commissioner, 
after  having  determined  under  para¬ 
graph  (d)  or  (e)  of  this  section  that  it 
is  consistent  with  law  and  the  public 
health  and  safety  to  establish  a  new 
basic  class  of  narcotic  drug  to  the  exist¬ 
ing  classification,  shall  cause  to  be 
published  in  the  Federal  Register  a 
notice  to  this  effect. 

(g)  Denial  of  application.  If,  on  the 
basis  of  all  of  the  information  before 
him,  the  Commissioner  determines  that 
the  approval  of  an  application  for  the 
addition  of  a  new  basic  class  to  the 
existing  classification  would  not  be  con¬ 
sistent  with  law  and  the  public  health 
and  safety,  he  may  deny  such  applica¬ 
tion.  Prior  to  denying  such  application, 
the  Commissioner  shall  afford  the  ap¬ 
plicant  an  opportunity  to  present  any 
additional  evidence  relevant  to  the 
application.  If  after  such  additional 
evidence  is  presented,  the  Commissioner 
determines  that  it  would  now  be  con¬ 
sistent  with  the  public  health  and  safety 
to  grant  such  application,  the  provisions 
of  paragraph  (f)  of  this  section  shall 
apply. 

(h)  Opportunity  for  hearing.  If  the 
Commissioner  continues  to  be  of  the 
opinion  that  the  granting  of  the  appli¬ 
cation  would  not  be  consistent  with  law 
and  the  public  health  and  safety,  he 
shall  afford  the  applicant  an  opportu¬ 
nity  for  a  hearing,  causing  a  notice  to 
this  effect  to  be  published  in  the  Federal 
Register. 

Manufacture  of  Narcotic  Drugs 

§  307.81  Restriction  on  manufacture  of 
narcotic  drugs. 

General:  Except  as  provided  in 
§  307.83,  it  shall  be  unlawful  for  any 
person  to  engage  in  the  ma^nufacture  of 
any  narcotic  drug  or  cause  or  permit 
another  to  engage  in  the  manufacture 
of  any  narcotic  drug  imless: 

(a)  Such  narcotic  drug  is  included 
in  a  "basic  class"  of  narcotic  drug  (see 
§  307.71) ;  and 


(b)  Such  person  holds  a  currently  ef¬ 
fective  license  for  the  manufacture  of 
such  basic  class  of  narcotic  drug  issued 
pursuant  to  section  8  of  the  Act  (see 
§  307.90);  and 

(c)  Such  person  holds  a  currently  ef¬ 
fective  manufacturing  quota  with  respect 
to  such  basic  class  of  narcotic  drug,  as 
set  forth  in  section  11  of  the  Act  (see 
§  307.121). 

§  307.82  Omission  of  a  narcotic  drug 
from  a  basic  class.  ^ 

(a)  No  narcotic  drug  shall  be  manu¬ 
factured  unless  it  is  included  within  a 
basic  class  enumerated  in  section  3(g) 
of  the  Narcotics  Manufacturing  Act  of 
1960,  or  established  pursuant  to  section 
6  of  the  Act. 

(b)  The  fact  that  the  Commissioner 
shall  have  (1)  determined  that  a  drug 
is  a  narcotic  drug,  or  (2)  caused  a  find¬ 
ing  or  decision  with  respect  to  any  drug 
or  other  substance  to  be  published  in  the 
Federal  Register  pursuant  to  section  6 
of  the  Narcotics  Manufacturing  Act  of 
1960  (see  §  307.61),  shall  not  require  the 
Commissioner  to  add  such  narcotic  drug 
to  the  classification  set  forth  in  section 
3(g)  of  the  Act  (see  §  307.71  as  to  modi¬ 
fication  of  list  of  basic  class  of  narcotic 
drugs),  or  to  grant  a  manufacturing 
quota  pursuant  to  section  11  of  the  Act 
(see  §  307.121),  for  such  narcotic  drug, 
if  he  finds  that  it  would  be  contrary  to 
the  public  health  and  safety. 

§  307.83  Manufacturing  for  scientific 
research  and  testing. 

(a)  Manufacture  for  scientific  re¬ 
search.  The  Commissioner  of  Narcotics 
shall  exempt  from  the  provisions  of 
§  307.90,  any  person  desirous  of  manu¬ 
facturing  a  narcotic  drug  exclusively  for 
research  in  the  development  of  manu¬ 
facturing  processes  for  the  drug,  or  for 
chemical,  pharmacological  or  medical 
testing  of  such  drug,  for  fitness  for 
medical  or  scientific  use  and  for  deter¬ 
mination  of  its  suitability  for  general 
manufacture  and  distribution  for  medi¬ 
cal  or  scientific  use. 

(b)  Authorization  to  manufacture. 
Written  authorization  from  the  Commis¬ 
sioner  to  manufacture  a  narcotic  drug 
for  scientific  pui*poses  must  be  obtained 
prior  to  the  undertaking  of  such  manu¬ 
facture.  The  Commissioner  shall 
grant  such  authorization  only  to  those 
public  oflBcials  who  have  evidenced  their 
exemption  from  registration  and  pay¬ 
ment  of  tax  (26  CFR  151.221)  with  the 
District  Director  of  the  Internal  Revenue 
Service  or  to  persons  registered  in  Class 
I  or  Class  VI,  under  section  4722  of  the 
Internal  Revenue  Code  of  1954,  as 
amended,  and  who  otherwise  meet  the 
standards  for  licensing  under  subsection 
(a)  of  section  8  of  the  Narcotics  Manu¬ 
facturing  Act  of  1960. 

(c)  Application  for  authorization  to 
manufacture.  A  person  desiring  to  ob¬ 
tain  authorization  to  manufacture  a 
narcotic  drug  for  scientific  purposes  shall 
file  an  application  therefor  on  Bureau 
Form  190  in  duplicate,  which  form  is 
available  at  the  office  of  the  Commis¬ 
sioner,  Bureau  of  Narcotics.  Washington 
25,  D.C.  If  the  drug  to  be  manufactured 
is  produced  by  chemical  synthesis, 
whether  or  not  from  narcotic  materials. 
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the  application  shall  be  accompanied  by 
an  outline  of  the  process  of  synthesis  on 
Form  186,  identifying  the  substances 
from  which  It  Is  to  be  made  and  those 
resulting  from  each  successive  step  of 
the  process,  and  indicating  In  each  in¬ 
stance  whether  the  substance  is  isolated 
and  weighed  or  measured  or  whether  it 
remains  in  solution  in  a  continuing  proc¬ 
ess  of  manufacture.  The  applicant  need 
not  disclose  on  this  form  any  technical 
<*etail  of  the  process  which  he  regards 
as  an  important  trade  secret,  but  in 
order  that  the  Commissioner  may  dis¬ 
charge  his  responsibility  under  the  law 
with  respect  to  narcotic  precursors  the 
applicant  must  identify  each  substance 
used  and  each  substance  resulting  from 
the  successive  stages  of  manufacture. 
Information  disclosed  on  Form  186  will 
be  held  in  confidence  by  the  Bureau. 

(d>  Limitations  on  authorization. 
Authorization  to  manufacture  under  this 
section  will  be  limited  to  narcotic  drugs 
not  readily  available  to  the  researcher 
from  sources  within  the  United  States, 
except  where  the  development  of  new 
or  improved  methods  of  production  is 
the  object  of  the  research  to  be  under¬ 
taken.  In  addition,  the  Commissioner 
may  specify  a  limitation  on  the  quantity 
of  narcotic  drug  to  be  manufactured 
under  this  section  of  the  regulations. 

(e)  Reports  required.  Persons  au¬ 
thorized  to  manufacture  under  this  sec¬ 
tion  of  the  regulations  and  who  are 
Class  I  registrants  shall  render  a  quar¬ 
terly  report  to  the  Commissioner  on 
Bureau  Form  810  and  its  supplements 
in  accordance  with  26  CFR  151.261. 
Those  persons  who  are  Class  VI  regis¬ 
trants  shall  render  to  the  Commissioner 
semi-annual  reports  on  Bureau  Form 
192,  as  of  June  30  and  December  31  of 
each  year,  to  be  submitted  not  later  than 
the  15th  of  the  month  following,  ac¬ 
counting  for  the  manufacture  and  use 
or  other  disposition  of  the  drugs  so 
manufactured. 

(f)  Disposition  of  '  drugs  manufac¬ 
tured.  All  such  drugs  manufactured 
under  this  section  of  the  regulations 
shall  be  used  in  research  or  otherwise 
disposed  of,  as  authorized  by  the  Com- 
mlMioner,  within  five  years  from  the 
date  of  manufacture,  unless  an  extension 
of  time  for  completion  of  the  research 
has  been  requested  in  writing  and 
granted  by  the  Commissioner. 

(g)  Suspension  or  revocation  of  au¬ 
thorization.  Any  authorization  granted 
by  the  Commissioner  under  this  section 
of  the  regulations  shall  be  subject  to 
suspension  or  revocation  in  accordance 
adth  the  procedure  set  forth  in  §§  307.79 
and  307.80  as  to  suspension  or  revocation 
of  licenses  to  manufacture. 

Manufacturers’  Licenses 

§  307.90  License  to  niannfarliire  nar¬ 
cotic  drugs;  generally. 

(a)  Every  manufacturer  of  a  bstsic 
class  or  classes  of  narcotic  drug  shall 
obtain  a  license  for  each  such  basic  Class 
on  or  before  January  1,  1961,  if  then  al¬ 
ready  engaged  in  such  manufacture.  All 
other  persons  desiring  to  engage  in  the 
manufacture  of  a  basic  class  or  classes 
of  narcotic  drug  after  January  1.  1961 
shall  obtain  appropriate  licenses  for  each 


such  basic  class  prior  to  undertaking 
such  manufacture.  Issuance  of  a  license 
for  the  manufacture  of  any  one  basic 
class  of  narcotic  drug  shall  not  entitle 
the  licensee  to  engage  in  any  transaction 
with  respect  to  any  other  basic  class  of 
narcotic  drug. 

(b)  A  person  desiring  to  obtain  a  li¬ 
cense  as  provided  in  paragraph  (a)  of 
this  section  shall  prepare  and  file  an  ap¬ 
plication  for  such  a  license  in  accordance 
with  the  procedure  set  forth  in  §  307.92. 

§  .307.91  Registration  as  a  prerequisite 
to  issuani’e  of  a  license. 

In  addition  to  the  conditions  precedent 
for  the  issuance  of  a  license  to  manu¬ 
facture  a  particular  basic  class  of  nar¬ 
cotic  drug  as  provided  in  §  307.90,  each 
applicant  for  a  license  must  be  registered 
as  a  Class  I  registrant  pursuant  to  the 
provisions  of  sections  4721  and  4722  of 
the  Internal  Revenue  Code  of  1954,  as 
amended  <see  26  CFR  Part  121  et  seq.) . 

§  307.92  Requirements  for  license 
applirutions. 

(a)  Who  may  file.  Any  person  may 
file  an  application  for  a  license  to  manu¬ 
facture  a  basic  class  of  narcotic  drug 
under  section  8  of  the  Narcotics  Manu¬ 
facturing  Act  of  1960. 

(b)  Filing  of  applications.  All  appli¬ 
cations  for  licenses  must  be  filed  in  the 
office  of  the  Commissioner,  Bureau  of 
Narcotics,  Washington  25,  D.C.  Appli¬ 
cation  shall  be  made  on  Bureau  Form 
188  in  duplicate  which  form  is  available 
at  the  above  address.  If  the  drug  to  be 
manufactured  is  produced  by  chemical 
synthesis,  whether  or  not  from  narcotic 
materials,  the  application  shall  be  ac¬ 
companied  by  an  outline  of  the  process 
of  synthesis  on  Form  186,  identifying 
the  substances  from  which  it  is  tb  be 
made  and  those  resulting  from  each  suc¬ 
cessive  step  of  the  process,  and  indicat¬ 
ing  in  each  instance  whether  the  sub¬ 
stance  is  isolated  and  weighed  or 
measured  or  whether  it  remains  in  solu¬ 
tion  in  a  continuing  process  of  manu¬ 
facture.  The  applicant  need  not  disclose 
on  this  form  any  technical  detail  of  the 
process  which  he  regards  as  an  important 
trade  secret,  but  in  order  that  the  Com¬ 
missioner  may  discharge  his  responsi¬ 
bility  imder  the  law  with  respect  to  nar¬ 
cotic  precursors  the  applicant  must 
identify  each  substance  used  and  each 
substance  resulting  from  the  successive 
stages  of  manufacture.  Information  dis¬ 
closed  on  Form  186  will  be  held  in  con¬ 
fidence  by  the  Bureau. 

(c)  Separate  applications.  An  appli¬ 
cant  who  files  separate  applications  to 
manufacture  more  than  one  class  of  nar¬ 
cotic  drug  need  not  repeat  information 
on  each  application.  He  may  make  ref¬ 
erence  on  any  application  to  information 
which  he  has  furnished  on  another  ap¬ 
plication.  identifying  such  other  appli¬ 
cation  by  either  file  number,  or  if  there 
has  been  no  file  numbei-  assigned,  by 
basic  class. 

(d>  Subscription  .  of  applications. 
Each  application,  or  amendment  there¬ 
to.  and  each  written  statement  of  fact 
required  by  the  Commissioner  from  any 
applicant  to  enable  the  Commissioner  to 
detennine  whether  an  application  should 
be  granted  or  denied,  shall  be  personally 


signed  by  the  applicant,  if  an  individual; 
by  a  partner  of  the  applicant,  if  a  part¬ 
nership;  or  by  an  officer  of  the  applicant, 
if  an  association  or  corporation. 

(e)  Contents  of  applications.  (1) 
Each  application  shall  include  all  infor¬ 
mation  called  for  by  Forms  186  and  188 
unless  the  information  called  for  is  in¬ 
applicable.  in  which  case  this  fact  shall 
be  indicated. 

(2)  The  Commissioner  may  require  an 
applicant  to  submit  such  documents  and 
written  statements  of  fact  pertinent  to 
the  subject  matter  of  the  application,  as 
in  the  Commissioner’s  judgment  may  be 
necessary,  or  to  amend  the  application 
to  make  it  more  definite  and  certain. 

(f)  Acceptance  of  applications  for 
filing.  (1)  Applications  submitted  for 
filing  are  dated  by  the  office  of  the  Com¬ 
missioner  upon  receipt  and  then  for¬ 
warded  to  the  Returns  Division  of  the 
Bureau  where  an  administrative  exami¬ 
nation  is  made  to  ascertain  whether  the 
applications  are  complete.  Applications 
found  to  be  complete  or  substantially 
complete  are  accepted  for  filing  and  are 
given  a  file  number,  which  file  number 
shall  be  transmitted  to  the  applicant  to 
be  used  on  all  future  correspondence  re¬ 
lated  to  the  application.  In  case  of 
minor  defects  as  to  completeness,  the  ap¬ 
plicant  will  be  requested  to  supply  the 
missing  information.  Applications 
which  are  not  substantially  complete  will 
be  returned  to  the  applicant. 

(2)  Acceptance  of  an  application  for 
filing  merely  means  that  it  has  been  the 
subject  of  a  preliminary  review  by  the 
Commissioner’s  administrative  staff  as 
to  completeness  and  has  no  relevance  to 
whether  the  application  will  be  granted 
or  denied.  Such  acceptance  will  not 
preclude  the  subsequent  request  for  fur¬ 
ther  infoimation. 

(g)  Defective  applications.  (1)  Ap¬ 
plications  which  are  determined  to  be 
patently  not  in  accordance  with  these 
regulations  or  the  Commissioner’s  spe¬ 
cific  requirements  as  to  a  particular  ap¬ 
plicant,  unless  accompanied  by  an 
appropriate  request  for  waiver,  will  be 
considered  defective  and  will  not  be  ac¬ 
cepted  for  filing.  If  it  is  ascertained 
that  an  application  has  been  inadvert¬ 
ently  accepted  for  filing,  the  filing  will 
be  cancelled.  Requests  for  waiver  or  ex¬ 
ception  desired  shall  set  forth  the  rea¬ 
sons  in  support  thereof,  and  will  be 
accepted  or  rejected  in  the  discretion  of 
the  Commissioner. 

(2)  If  an  applicant  is  requested  by  the 
Commissioner  to  file  any  additional  doc¬ 
uments  or  information  pertinent  to  the 
application  not  included  in  the  pre¬ 
scribed  application  form,  a  failure  to 
comply  with  such  request  will  be  deemed 
to  render  the  application  defective  and 
the  filing  of  such  application  will  be 
cancelled. 

(h)  Amendments  to  applications. 
( 1 )  Any  application  may  be  amended  as 
a  matter  of  right  prior  to  the  date  of  the 
receipt  of  notice  from  the  Commissioner 
establishing  a  date  for  a  hearing  as  re¬ 
quested  by  the  applicant  in  accordance 
with  §  307.93(d). 

(2)  Requests  to  amend  an  application 
after  it  has  been  designated  for  hearing 
will  be  considered  only  upon  written  per- 
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mission  by  the  Commissioner,  and  will  be 
granted  only  for  good  cause  shown. 

(1)  Withdrawal  of  applications.  (1) 
Any  application  may.  upon  request  of  the 
applicant,  be  withdrawn  as  a  matter  of 
right  prior  to  the  date  of  receipt  of  no¬ 
tice  from  the  Commissioner  establishing 
a  date  for  a  hearing  as  requested  by  the 
applicant  in  accordance  with  §  307.93 
(d).  An  applicant’s  request  for  the  re¬ 
turn  of  an  application  that  has  been 
accepted  for  filing  will  be  regarded  as  a 
request  to  withdraw  the  application. 

(2)  Requests  to  withdraw  an  applica¬ 
tion  after  it  has  been  designated  for  a 
hearing  will  be  granted  only  for  good 
cause  shown. 

(3)  Failure  to  prosecute  an  applica¬ 
tion  or  failure  to  respond  to  official  cor¬ 
respondence  or  request  for  additional 
information  will  be  treated  as  a  request 
by  the  applicant  for  withdrawal  of  his 
application. 

§  307.93  Action  upon  applications. 

(a)  Notice  of  intention  to  grant  ap¬ 
plication.  If  after  appropriate  con¬ 
sideration,  the  Commissioner  finds  that 
it  would  be  consistent  with  the  public 
interest  to  grant  any  application  filed 
pursuant  to  §  307.92,  he  shall  so  notify 
the  applicant.  This  notification,  how¬ 
ever,  shall  not  be  construed  as  granting 
the  application. 

(b)  Protest  of  grant  of  application. 
Alter  notification  is  given  to  the  appli¬ 
cant,  as  provided  in  paragraph  (a)  of 
this  section,  the  Commissioner  shall 
cause  to  be  published  in  the  Federal 
Register  a  notice  to  the  effect  that  a 
named  applicant  has  applied  for  a  license 
to  manufacture  a  particular  basic  class 
of  narcotic  drug,  and  that  such  applica¬ 
tion  is  being  favorably  considered.  He 
shall  at  the  same  time  mail  a  copy  of 
this  notice  to  every  person  who  then 
holds  an  effective  license  to  manufacture 
a  narcotic  drug  in  the  basic  class  to 
which  the  application  applies  or  who  has 
a  pending  application  therefor  on  file. 
Within  twenty  days  after  the  notice  is 
published  in  the  Federal  Register,  any 
interested  person  may  file  a  written  pro¬ 
test  with  both  the  Commissioner  and  the 
applicant  against  favorable  considera¬ 
tion  of  the  application.  Any  such  pro¬ 
test  shall  specify  with  particularity  the 
facts  relied  upon  as  showing  that  a 
license  if  granted  to  the  applicant  would 
not  be  in  the  public  interest.  Such  in¬ 
terested  person  may  request  a  hearing 
as  to  hts  protest.  The  Commissioner 
shall,  within  twenty  days  after  the  filing 
of  a  timely  protest,  designate  a  date  for 
a  hearing.  The  Commissioner  may  re¬ 
quire  of  the  applicant  that  he  file  with 
the  Commissioner  and  the  person  mak¬ 
ing  the  protest,  a  written  statement 
setting  forth  the  grounds,  if  any,  for  his 
opposition  to  the  protest.  If  such  state¬ 
ment  is  required  by  the  Commissioner, 
the  applicant  must  file  it  within  twenty 
days  after  the  demand  upon  him  is  made 
by  the  Commissioner.  Failure  on  the 
part  of  the  applicant  to  submit  such 
statement  will  grounds  for  denial  of 
the  application. 

(c)  Action  on  denial  of  license.  If 
upon  examination  of  any  application 
prepared  and  filed  by  the  applicant  in 


accordance  with  §  307.92,  the  Commis¬ 
sioner  is  unable  to  find  that  it  would  be 
consistent  with  the  law  and  the  public 
interest  to  grant  the  application,  he  shall 
notify  the  applicant  that  he  is  denying 
the  application  and  shall  state  the 
grounds  and  reasons  for  his  action. 

(d)  Right  of  hearing  after  denial  of 
license.  Following  notice  of  denial,  as 
set  forth  in  paragraph  (c)  of  this  section, 
the  applicant  within  twenty  days  from 
receipt  thereof,  may  present  in  writing 
any  reasons  for  disagreeing  with  the 
Commissioner’s  denial  of  the  application. 
If  the  Commissioner  thereafter  deter¬ 
mines  that  it  is  appropriate  to  give  favor¬ 
able  consideration  to  the  application,  the 
provisions  of  paragraphs  (a)  and  (b)  of 
this  section  shall  apply.  If  the  Com¬ 
missioner  adheres  to  his  decision  to  deny 
the  application,  he  shall  afford  the  appli¬ 
cant  an  opportunity  to  be  heard.  If  the 
applicant  elects  to  have  a  hearing,  the 
Commissioner  shall  specify  a  date  for  the 
hearing  and  shall  appropriately  notify 
the  applicant  and  each  licensee  who 
holds  an  effective  license  to  manufacture 
the  basic  class  of  narcotic  drug  to  which 
the  application  relates  and  every  person 
who  has  on  file  an  application  to  manu¬ 
facture  the  basic  class  of  narcotic  drug 
involved.  The  Commissioner  shall  also 
cause  to  be  published  in  the  Federal 
Register  a  notice  to  the  same  effect. 

(e)  Joinder  of  parties  and  consolida¬ 
tion  of  hearings.  All  interested  persons 
are  permitted  to  participate  in  any  hear¬ 
ing  under  this  section  and  may  be  com¬ 
pelled  by  the  Commissioner  to  do  so  or 
waive  their  rights  to  be  heard.  The 
Commissioner  may  direct  that  more  than 
one  application  to  manufacture  a  basic 
class  of  narcotic  drug  be  consolidated  for 
the  purpose  of  a  hearing.  After  consoli¬ 
dation,  an  application  will  be  retained 
for  hearing  notwithstanding  that  prior  to 
hearing  any  other  application  with  which 
it  has  been  consolidated  has  been  dis¬ 
missed,  or  amended  or  otherwise  removed 
from  the  hearing. 

§  307.94  Factors  governing  issuance  of 
licenses. 

In  determining  whether  to  issue  a  li¬ 
cense  to  an  applicant  to  manufacture  a 
particular  basic  class  of  narcotic  drug, 
under  §  307.90,  the  Commissioner  shall  be 
governed  by  whether  the  issuance  of  the 
license  woiUd  tend  to  achieve  the  objec¬ 
tives  set  forth  in  section  8  of  the  Nar¬ 
cotics  Manufacturing  Act  of  1960. 

§  307.95  Period  of  validity  of  license. 

The  Commissioner  shall  designate  the 
form  which  the  license  to  be  issued  pur¬ 
suant  to  §  307.90  shall  take.  The  license 
once  issued,  shall  not  require  any  renewal 
and  shall  remain  in  effect,  subject  cmly 
to  annual  renewal  of  registration  as  re¬ 
quired  in  section  8(b)  of  the  Narcotics 
Manufacturing  Act  of  1960,  unless  other¬ 
wise  revoked  or  suspended  pursuant  to 
section  9  of  the  Act  (see  S§  307.99- 
307.100),  or  voluntarily  surrendered. 

§  307.96  Assignment  or  transfer  of  li« 
censes. 

No  license  nor  any  right  granted  there¬ 
under  shall  be  assigned  or  otherwise 
transferred  except  upon  such  conditions 
as  the  Commissioner  may  speciflcally 


designate  and  then  only  pursuant  to  his 
written  consent. 

§  307.97  Warning  to  licensee  for  failure 
to  comply. 

(a)  Failure  to  comply,  generally. 
Where  a  licensee  has  failed  to  comply 
with  any  of  the  provisions  of  these  regu¬ 
lations  or  has  failed  to  operate  in  ac¬ 
cordance  with  any  provision  of  the 
federal  narcotic  laws  and  regulations, 
the  Commissioner  of  Narcotics  may  serve 
written  notice  upon  such  licensee  calling 
his  attention  to  the  facts  or  conduct  of 
such  licensee  without  serving  an  order  to 
show  cause  as  provided  in  §  307.98.  The 
licensee  may  then  be  accorded  an  oppor¬ 
tunity  to  demonstrate  or  achieve  com¬ 
pliance  with  all  lawful  requirements,  and 
to  render  a  full  and  complete  explanation 
as  to  the  matter  brought  to  his  attention 
by  the  Commissioner. 

(b)  Willful  failure  to  comply.  Where 
the  Commissioner  of  Narcotics  considers 
the  licensee’s  failure  to  comply  with  any 
of  the  provisions  of  these  regulations  or 
his  failure  to  operate  in  accordance  with 
any  provision  of  the  federal  narcotic  laws 
and  regulations  is  willful  or  contrary  to 
the  public  health  and  safety,  the  Com¬ 
missioner  shall  issue  an  order  to  show 
cause,  pursuant  to  §  307.98. 

§  307.98  Orders  to  show  cause. 

(a)  Before  revoking  any  license,  the 
Commissioner  shall  serve  upon  the  li¬ 
censee  an  order  to  show  cause  why  an 
order  of  revocation  should  not  be  issued. 
Any  such  order  to  show  cause  shall  con¬ 
tain  a  statement  of  the  basis  thereof,  and 
shall  call  upon  such  licensee  to  appear 
before  the  Commissioner  at  a  time  and 
place  stated  in  the  order,  but  in  no  event 
less  than  thirty  days  after  the  date  of 
receipt  of  such  order,  and  give  evidence 
upon  the  matter  specified  therein. 

(b)  In  order  to  avail  himself  of  the 
opportunity  to  be  heard,  the  licensee 
shall  within  thirty  days  of  the  date  of  the 
receipt  of  the  order  file  with  the  Com¬ 
missioner  a  written  statement  that  he 
will  appear  in  accordance  with  the  order 
and  will  present  evidence  on  the  matter 
specified  in  the  order.  If  the  licensee 
fails  to  file  such  written  statement  within 
the  time  specified  in  this  paragraph,  the 
right  to  a  hearing  shall  be  deemed  to 
have  been  waived. 

(c)  Where  a  hearing  is  waived  under 
paragraph  (b)  of  this  section,  or  where 
the  licensee  has  failed  to  appear  after 
having  stated  that  he  would  do  so,  the 
allegations  of  fact  contained  in  the  order 
to  show  cause  will  be  deemed  to  be 
correct. 

(d)  Where  a  hearing  is  waived,  not 
under  paragraph  (b)  of  this  section,  but 
rather  by  written  formal  waiver,  the 

'  licensee  may  submit  to  the  Commissioner 
a  written  statement  in  mitigation  or 
justification  within  thirty  days  of  the 
date  of  receipt  of  the  order  to  show  cause. 

(e)  Any  order  of  revocation  issued 
pursuant  to  this  section  of  the  regula¬ 
tions  by  the  Commissioner  shall  include 
a  statement  by  him  of  his  findings  and 
grounds  and  reasons  therefor  and  shall: 

(1)  Specify  the  effective  date  of  the 
order;  and 

(2)  Cause  such  order  to  be  served  on 
the  licensee. 
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(f)  Any  proceeding  under  this  section 
shall  be  independent  of,  and  not  in  lieu 
of,  criminal  prosecution  or  other  pro¬ 
ceedings  imder  this  Act  or  any  other  law 
of  the  United  States. 

§  307.99  Suspension  of  licenses. 

(a)  The  Commissioner  may  suspend 
any  license,  when  or  at  any  time  after  he 
issues  an  order  to  show  cause  under 
§  307.98,  in  any  case  where  he  finds  that 
the  public  health,  safety  or  interest  re¬ 
quires  such  suspension. 

(b)  Where  the  Commissioner  orders  a 
license  suspended  imder  paragraph  (a) 
of  this  section,  the  licensee  shall  send 
the  license  to  ^e  Commissioner  in  Wash¬ 
ington,  D.C.,  promptly  upon  receipt  of 
the  notice  of  suspension. 

(c)  Any  suspension  ordered  by  the 
Commissioner,  as  provided  in  this  section 
of  the  regulations,  shall  continue  in 
effect  until  the  conclusion  of  any  revoca¬ 
tion  proceeding,  including  judicial  re¬ 
view  thereof,  if  any,  unless  sooner  with¬ 
drawn  by  the  Commissioner,  or  dissolved 
by  a  court  of  competent  jurisdiction. 

§  307.100  Revocation  of  licenses. 

(a)  Any  license  issued  pursuant  to 
section  8  of  the  Narcotics  Manufacturing 
Act  of  1960  may  be  revoked  by  the  Com¬ 
missioner  if  the  licensee 

( 1 )  Has  been  convicted  of  violating  or 
conspiring  to  violate  any  law  of  the 
United  States  or  of  any  State  where  the 
offense  involves  any  activity  or  trans¬ 
action  with  respect  to  narcotic  drugs;  or 

(2)  Has  violated  or  failed  to  comply 
with  any  duly  promulgated  regulation 
relating  to  narcotic  drugs,  and  such  vio¬ 
lation  or  failure  to  comply  reflects  ad¬ 
versely  on  the  licensee's  reliability  and 
Integrity  with  respect  to  narcotic  drugs. 

(b)  In  the  case  of  a  licensee  who  is 
the  holder  of  more  than  one  license  is¬ 
sued  pursuant  to  section  8  of  the  Act,  the 
Commissioner  may  revoke  under  para¬ 
graph  (a)  of  this  section  one  or  all  of  the 
licenses  issued  to  such  licensee. 

Aitthority  To  Seize  Narcotic  Drugs, 
Order  Forms  and  Tax  Stamps 

§  307.111  Sealing  and  safeguarding  of 
narcotic  drugs. 

(a)  The  Commissioner  of  Narcotics  on 
or  after  ordering  the  suspension  or  revo¬ 
cation  of  a  licensee’s  license  under 
9  307.99  or  9  307.100  may  order  that  all 
narcotic  drugs,  whether  or  not  taxes  have 
been  paid  thereon,  owned  or  possessed 
by  such  licensee  and  all  unused  order 
forms  and  narcotic  tax  stamps  owned  or 
possessed  by  such  licensee  be  placed 
under  seal  under  the  supervision  of  a 
representative  of  the  Bureau  of  Nar¬ 
cotics,  pending  final  disposition  of  the 
revocation  proceeding. 

(b)  The  representative  of  the  Bureau, 
referred  to  in  paragraph  (a)  of  this  sec¬ 
tion.  shall,  in  the  presence  of  the  licensee 
or  his  representative,  prepare  an  inven¬ 
tory,  in  triplicate,  of  all  items  thus  placed 
under  seal.  The  original  inventory  shall 
be  forwarded  ,to  the  Commissioner  of 
Narcotics,  the  duplicate  copy  shall  be 
forwarded  to  the  narcotic  District  Super¬ 
visor  of  the  district  wherein  the  sealing 
takes  place  and  the  triplicate  cc^y  shall 
be  given  to  the  affected  licensee. 


(c)  A  licensee  may  make  no  disposi¬ 
tion  of  any  item  placed  under  seal.  The 
licensee  shall  be  responsible  for  safe¬ 
guarding  all  sealed  items  to  insure 
against  their  disposition  and  to  protect 
them  against  being  tampered  with. 

§  307.112  Forfeiture  of  narcotic  drugs. 

(a)  When  a  revocation  order,  under 
9  307.100,  becomes  final,  all  narcotic 
drugs,  unused  order  forms  and  tax 
stamps  relating  to  narcotic  drugs,  owned 
or  possessed  by  the  affected  licensee,  shall 
be  forthwith  confiscated,  and  when  con¬ 
fiscated  shall  be  deemed  to  be  forfeited 
to  the  Government. 

(b)  Representatives  of  the  Bureau  of 
Narcotics  when  confiscating  narcotic 
drugs,  unused  order  forms  and  tax 
stamps,  shall  determine  whether  there 
has  been  any  disposition  of  or  tampering 
with  any  such  items  that  had  been  sealed 
pursuant  to  9  307.111. 

(c)  At  the  time  of  confiscating  nar¬ 
cotic  drugs,  unused  order  forms  and  tax 
stamps  which  have  not  previously  been 
ordered  sealed  and  safeguarded  under 
9  307.111,  the  representatives  of  the  Bu¬ 
reau  of  Narcotics  who  are  confiscating 
the  items  shall,  in  the  presence  of  the 
licensee  or  his  representative,  prepare  an 
inventory  in  triplicate  of  the  items  being 
confiscated.  'The  original  inventory 
shall  be  forwarded  to  the  Commissioner 
of  Narcotics,  the  duplicate  copy  shall  be 
forwarded  to  the  narcotic  District  Super¬ 
visor  of  the  district  wherein  the  confis¬ 
cation  was  made  and  the  triplicate  copy 
shall  be  given  to  the  licensee  from  whom 
the  confiscation  was  made,  and  shall  be 
retained  by  him  for  a  period  of  not  less 
than  two  years. 

(d)  Representatives  of  the  Bureau  of 
Narcotics  at  the  time  of  confiscating 
narcotic  drugs  pursuant  to  this  section 
may,  as  the  Commissioner  of  Narcotics 
directs,  either  destroy  accumulated  nar¬ 
cotic  wastes  and  undesired  narcotic 
drugs  or  dispose  of  such  wastes  and 
drugs  pursuant  to  the  procedures  set 
forth  in  paragraph  (e)  of  this  section. 

(e)  All  confiscated  Items  not  destroyed 
shall  be  delivered  to  the  narcotic  District 
Supervisor  of  the  district  wherein  the 
confiscation  takes  place.  The  narcotic 
District  Supervisor  will  forward  Ihe  nar¬ 
cotic  drugs  thus  confiscated  to  the  Com¬ 
missioner  of  Narcotics  (Drugs  Disposal 
Committee)  for  proper  disposition  In 
accordance  with  the  provisions  of  26 
CFR  151.491.  Confiscated  unused  order 
forms  and  tax  stamps  shall  be  forwarded 
to  the  District  Director  of  the  Internal 
Revenue  Service  of  the  district  wherein 
the  licerisee  was  registered  for  cancel¬ 
lation  of  such  order  forms  and  for  dis¬ 
position  of  the  tax  stamps.  No  refund 
will  be  allowed  for  tax  stamps  forfeited 
to  the  Government  under  this  section 
of  the  regulations. 

Manufacturing  Quotas 

§  307.121  Manufacturing  quotas  for 
basic  classes  of  narcotic  drugs;  gen* 
erally. 

(a)  In  order  to  carry  out  the  treaty 
obligations  of  the  United  States,  the 
C(»nmissioner  of  Narcotics  shall,  on  or 
before  June  1,  of  each  year,  make  deter¬ 
minations  of  the  total  quantity  of  each 


basic  class  of  narcotic  drug  necessary  to 
be  manufactured  during  that  calendar 
year  to  provide  for  the  estimated  medical 
and  scientific  needs  of  the  United  States, 
for  lawful  export  requirements,  and  for 
the  establishment  and  maintenance  of 
reserve  stocks. 

(b)  In  fixing  yearly  manufacturing 
quotas  for  each  basic  class  of  narcotic 
drug,  the  Commissioner  of  Narcotics 
shall  consider  the  total  needs  for  the 
procurement  of  such  drugs  for  further 
manufacturing  or  processing  by  regis¬ 
tered  manufacturers  who  do  not  hold 
quotas  to  manufacture  such  basic  class 
of  narcotic  drug.  In  order  that  such  in¬ 
formation  may  be  available  to  the  Com¬ 
missioner  each  registered  manufacturer 
who  does  not  hold  a  manufacturing 
quota  shall  on  or  before  November  30, 
notify  the  Commissioner  in  writing  on 
Bureau  Form  194  of  the  amount  of  each 
basic  class  of  narcotic  drug  which  he 
desires  to  procure  in  the  following  year 
for  further  manufacturing  or  processing. 
The  Commissioner  shall  notify  each  per¬ 
son  who  has  filed  Bureau  Form  194 
whether  the  request  thereon  will  be  re¬ 
lied  upon  by  the  Commissioner  in  fix¬ 
ing  the  annual  manufacturing  quotas. 
When  the  Commissioner  states  that  he 
will  rely  upon  any  such  forms  he  shall 
also  state  the  amount  which  he  will  take 
into  account  and  such  amount  shall  be 
known  as  the  “purchase  quota”  of  the 
person  filing  the  form.  Such  purchase 
quotas  will  be  based  upon  the  applicant’s 
previous  yearly  requirements  and  upon 
his  reasonably  anticipated  requirements. 

(c)  Notwithstanding  the  provisions  of 
(b)  of  this  section.  Bureau  Form  194 
need  not  be  filed  by  any  registered  man¬ 
ufacturer  who  uses  less  than  one  kilo¬ 
gram  of  all  basic  classes  of  narcotic 
drugs  annually. 

§  307.122  Individual  luanufarturing 
quotas. 

(a)  Fixing  of  individtial  manufactur¬ 
ing  quotas.  The  Commissioner  of  Nar¬ 
cotics  shall  upon  application  fix  annual 
manufacturing  quotas  for  each  licensee 
holding  a  license  to  manufacture  each 
basic  class  of  narcotic  drug  and  in  so 
doing  shall  be  governed  by  the  provisions 
of  section  11  of  the  Narcotics  Manufac¬ 
turing  Act  of  1960. 

(b)  Reducing  individual  manufactur¬ 
ing  quotas.  The  Commissioner  of  Nar¬ 
cotics,  after  having  established  individ¬ 
ual  manufacturing  quotas  for  a  basic 
class  of  narcotic  drug  may  reduce  an  in¬ 
dividual  manufacturing  quota  which  he 
hsis  previously  fixed,  so  as  to  prevent  the 
aggregate  of  the  manufacturing  quotas 
outstanding  or  to  be  granted  from  ex¬ 
ceeding  the  established  quota  for  the 
basic  class  of  narcotic  drug. 

(c)  Production  in  excess  of  quota.  No 
person  shall  knowingly  manufacture  any 
narcotic  drug  in  any  quantity  in  excess 
of  any  quota  which  he  holds.  When  a 
licensee  who  under  a  quota  as  originally 
fixed,  or  as  reduced  by  the  Commissioner 
of  Narcotics  under  paragraph  (b)  of  this 
section,  has  already  manufactured  a 
basic  class  of  narcotic  drug  in  excess  of 
the  quota,  such  excess  shall  be  sub¬ 
tracted  by  the  Commissioner  of  Narcot¬ 
ics  from  the  licensee’s  manufacturing 
quota  for  the  following  year. 
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(d)  Proportionate  reduction  of  manu~ 
facturing  quota.  Any  reduction  of  an 
individual  manufacturing  quota  shall  be 
in  the  same  proportion  as  the  reduction 
of  the  aggregate  of  the  established  quota 
for  the  basic  class  of  narcotic  drug  or  in 
the  proportion  that  a  quota  to  a  new 
licensee  muy  require  in  order  to  keep  the 
aggregate  of  the  individual  quotas  from 
exceeding  the  established  quota  for  the 
basic  class  of  narcotic  drug. 

§  307.123  Formula  for  fixing  individual 
manufacturing  quotas. 

(a)  Time  for  fixing  of  quotas.  Upon 
application  therefor,  the  Commissioner 
of  Narcotics  shall,  on  or  before  June  1 
of  each  year  fix  individual  manufactur¬ 
ing  quotas  for  the  manufacture  of  each 
basic  class  of  narcotic  drug. 

(b)  Sufficiency  of  manufacturing  quo¬ 
tas.  Subject  to  the  right  of  the  Com- 
misioner  of  Narcotics  to  reduce,  limit, 
suspend  or  revoke  any  manufacturing 
quota,  any  quota  established  for  a  licen¬ 
see  for  the  manufacture  of  a  basic  class 
of  narcotic  drug  shall  be  sufficient  to 
cover  the  licensee’s  estimated  require¬ 
ment  for  the  calendar  year  in  question 
as  to — 

(1)  His  "net  disposal"  (as  defined  in 
paragraph  (c) )  for  such  calendar  year; 

(2)  His  inventory  at  the  close  of  such 
calendar  year;  and  subject  to  such  other 
factors  as  the  Commisioner  may  deter¬ 
mine  should  be  taken  into  consideration 
in  arriving  at  a  proper  quota  under  all 
the  circumstances  (i.e.,  licensee’s  cur¬ 
rent  net  disposal  rate,  the  trend  of  such 
net  disposal  rate  during  the  preceding 
calendar  year  or  years,  the  licensee’s  pro¬ 
duction  cycle  and  current  inventory 
position,  the  economic  and  physical 
availability  of  raw  materials  used  by  the 
licensee  in  the  production  of  such  basic 
class  of  narcotic  drug,  yield  and  stability 
problems,  emergency  situations  such  as 
catastrophies  and  strikes,  and  any  other 
factors  which  the  Commissioner  deems 
appropriate  to  consider  in  arriving  at  the 
proper  quota  imder  the  circumstances) . 

(c)  Definition  of  "net  disposal".  ’The 
teim  "net  dtsposal"  means  the  quantity 
of  a  basic  class  of  narcotic  drug  sold, 
exchanged,  given  away,  used  in  the  pro¬ 
duction  of  another  basic  class  of  narcotic 
drug  for  which  the  manufacturer  is  li¬ 
censed,  or  otherwise  disposed  of  (as  such 
or  contained  in  or  combined  with  other 
drugs  ccHnpounded  by  the  manufacturer 
of  such  basic  class)  by  the  manufac¬ 
turer  during  a  stated  period,  less  the 
quantity  of  any  such  basic  class  of  nar¬ 
cotic  drug  returned  to  the  manufacturer 
by  a  customer  and  any  quantity  sold 
or  transferred  to  another  licensed  man¬ 
ufacturer  of  the  same  basic  class  of  nar¬ 
cotic  drug. 

(d)  Definition  of  "inventory".  The 
term  "inventory”  means  all  factory  and 
branch  stocks  (whether  held  by  the  man- 
ufactiurer  under  Class  I  or  Class  II  reg¬ 
istration  as  provided  in  28  CFR  151.41) 
of  a  basic  class  of  narcotic  drug  manu¬ 
factured  or  otherwise  acquired  by  a  li¬ 
censee,  whether  in  bulk,  marketable 
packages,  or  contained  in  pharmacutical 
preparatioi)s  in  the  possession  of  the  li¬ 
censee  and  all  subsidiary  ccMnpanies,  if 
any,  of  such  licensee. 


(e)  Establishment  of  manufacturing 
quotas.  Subject  to  the  right  of  the  Com¬ 
missioner  of  Narcotics  to  reduce,  limit, 
suspend  or  revoke  any  manufacturing 
quota,  the  quota  for  each  licensed  man¬ 
ufacturer  shall  not  be  less  than  the 
sum  of — 

(1)  Such  licensed  manufacturer’s  net 
disposal  of  such  basic  class  of  narcotic 
drug  during  the  immediately  preceding 
calendar  year  or  the  average  of  the 
three  immediately  preceding  calendar 
years  in  which  such  manufacturer  pro¬ 
duced  such  basic  class  of  narcotic  drug, 
whichever  is  greater;  and 

(2)  One-half  of  such  manufacturer’s 
net  disposal  of  such  basic  class  of  nar¬ 
cotic  di-ug  dui’ing  the  immediately  pre¬ 
ceding  calendar  year; 

less  such  manufacturer’s  inventory  of 
such  basic  class  of  narcotic  drug  on  De¬ 
cember  31  of  the  preceding  calendar 
year. 

(f)  Manufacturing  quotas  for  new  li¬ 
censees.  Subject  to  the  right  of  the 
Commissioner  of  Narcotics  to  reduce, 
limit,  suspend  or  revoke  any  manufac¬ 
turing  quota,  the  Commissioner,  upon 
application  therefor,  shall  fix  a  quota 
for  any  licensed  manufacturer  of  a  basic 
class  of  narcotic  drug  who  has  not  man¬ 
ufactured  such  basic  class  of  narcotic 
drug  during  one  or  more  of  the  three  im¬ 
mediately  preceding  calendar  years,  in 
an  amount  adequate  to  cover  such  man¬ 
ufacturer’s  reasonably  anticipated  re¬ 
quirements  for  the  current  calendar 
year. 

§  307.124  Provisional  manufacturing 
quotas. 

(a)  A  licensed  manufacturer,  be¬ 
tween  January  1  of  any  year  and  the 
time  when  he  receives  a  quota  for  such 
year  under  §  307.123  may  manufacture 
a  provisional  quota  of  the  basic  class  of 
narcotic  drug  for  which  he  is  licensed. 

(b)  ’The  provisional  quota  referred 
to  in  paragraph  (a)  of  this  section,  ex¬ 
cept  as  provided  in  paragraph  (c)  of 
this  section  shall  be  not  more  than  75 
per  centum  of  whichever  of  the  follow¬ 
ing  is  greater: 

(1)  Such  licensee’s  aggregate  net  dis¬ 
posal  of  such  basic  class  of  narcotic  drug 
during  the  twelve  months  immediately 
preceding  September  30  of  the  preced¬ 
ing  year;  or 

(2)  Twelve  times  such  licensee’s  aver¬ 
age  monthly  net  disposal  of  such  basic 
class  of  narcotic  drug  for  the  thirty- 
three  months  immediately  preceding 
September  30  of  the  preceding  year. 

(c)  The  Commissioner  of  Narcotics 
may,  for  good  cause,  raise  or  lower  the 
provisional  quota  percentage  provided 
for  in  paragraph  (b)  of  this  section.  Any 
Increase  or  decrease  in  percentage  pro¬ 
vided  for  by  the  Commissioner  shall 
apply  to  the  provisional  quotas  of  all 
licenses  for  the  basic  class  of  narcotic 
drug  involved. 

§307.125  Application  f^or  individual 
manufacturing  quotas. 

(a)  Each  person  desirous  of  manufac¬ 
turing  a  basic  class  of  narcotic  drug 
for  which  he  holds  a  currently  effective 
manufacturing  license,  shall  file  an  ap¬ 
plication  for  an  individual  manufac¬ 


turing  quota  on  Bureau  Form  189  for 
each  such  basic  class  of  narcotic  drug. 
Bureau  Form  189  shall  be  filed  with  the 
Commissioner  of  Narcotics  no  later  than 
March  1  of  each  year  in  which  the 
licensee  desires  to  manufacture  such 
basic  class  of  narcotic  drug. 

(b)  Any  person  who  is  not  desirous  of 
manufacturing  a  basic  class  of  narcotic 
drug  for  which  he  holds  a  currently 
effective  manufacturing  license,  shall 
notify  the  Commissioner  of  Narcotics  no 
later  than  March  1  of  any  year  in  which 
he  does  not  desire  to  manufacture  such 
basic  class  of  narcotic  drug. 

(c)  Any  person  who  after  having  filed 
an  application  for  an  individual  manu¬ 
facturing  quota  under  paragraph  (a)  of 
this  section,  decides  not  to  manufacture 
such  basic  class  of  narcotic  drug  or  to 
discontinue  the  manufacture  of  such 
basic  class  of  narcotic  drug,  shall  forth¬ 
with  notify  the  Commissioner  of  Nar¬ 
cotics.  in  writing,  to  this  effect. 

§  307.126  Increase  in  individual  manu¬ 
facturing  quotas. 

(a)  Any  licensee  who  holds  a  manu¬ 
facturing  quota  for  a  basic  class  of  nar¬ 
cotic  drug  may  file  an  application  on 
Bureau  Form  189  with  the  Commissioner 
of  Narcotics  for  an  increase  in  such 
manufacturing  quota  in  order  for  him 
to  meet  his  estimated  net  disposal,  in¬ 
ventory  and  other  requirements  during 
the  remainder  of  such  calendar  year. 

(b)  The  Commissioner  of  Narcotics, 
in  passing  upon  a  licensee’s  application 
for  an  Increase  in  his  manufacturing 
quota,  shall  take  into  consideration  any 
occurrences  since  the  filing  of  such 
licensee’s  initial  quota  application  that 
may  require  an  increased  manufactur¬ 
ing  rate  by  such  licensee  during  the 
balance  of  the  calendar  year.  In  passing 
upon  such  application  the  Commissioner 
may  also  take  into  consideration  the 
amount,  if  any,  by  which  his  determina¬ 
tion  of  the  total  quantity  for  the  basic 
class  of  narcotic  drug  to  be  manufac¬ 
tured  under  §  307.121,  exceeds  the  ag¬ 
gregate  of  all  the  individual  manufac¬ 
turing  quotas  for  the  basic  class  of 
narcotic  drug,  and  the  equitable  distri¬ 
bution  of  such  excess  among  other 
licensees. 

Incidental  Manufacture  or  Narcotic 
Drugs 

§  307.131  Exception  from  applicability 
of  license  and  quota  provisions. 

(a)  Any  licensee  who,  incidentally 
but  necessarily,  manufactures  a  narcotic 
drug  as  a  result  of  his  manufacture  of 
a  basic  class  of  narcotic  drug  for  which 
he  holds  a  license  and  manufacturing 
quota  under  the  regulations  in  this  part, 

'  shall  be  exempt  from  the  require¬ 
ment  of  a  license  and  quota  imder  the 
regulations  in  this  part  as  to  such  result¬ 
ing  narcotic  drug. 

(b)  No  license  or  quota  shall  be  re¬ 
quired  for  any  quantity  of  narcotic  drug 
which  incidentally  but  necessarily  re¬ 
sults  from  the  manufacture  of  any  non¬ 
narcotic  substance  not  covered  by  the 
regulations  in  this  part. 

(c)  Any  incidentally  but  necessarily 
resulting  narcotic  drug,  within  the 
meaning  of  paragraphs  (a)  or  (b)  of 
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this  section  which  is  a  basic  class  of  nar¬ 
cotic  drug,  shall  be  disposed  of  in  the 
following  ways  only : 

(1)  By  transfer  to  another  manufac¬ 
turer  who  holds  a  license  to  manufacture 
such  basic  class  of  narcotic  drug.  Before 
such  transfer  can  be  made,  however,  the 
maniifacturer  desirous  of  making  such 
transfer  shall  first  apply  to  the  Com¬ 
missioner  of  Narcotics  in  writing  for 
approval  to  transfer  specified  quantities 
of  such  resulting  narcotic  drugs  to  a 
specified  transferee  or  transferees.  No 
transfer  is  authorized  unless  the  Com¬ 
missioner  approves  such  transfer  in  writ¬ 
ing  in  advance  thereof. 

(2)  By  shipment  to  the  narcotic  Dis¬ 
trict  Supervisor  as  excess  and  undesired 
narcotic  drugs  pursuant  to  26  CFR 
151.474;  or 

(3)  By  destruction  in  the  presence  of 
a  representative  of  the  Bureau  of  Nar¬ 
cotics,  authorized  by  the  Commissioner 
of  Narcotics  to  witness  such  destruction. 

(d)  Any  mcidentally  but  necessarily 
resulting  narcotic  drug  within  the  mean¬ 
ing  of  paragraph  (a)  or  (b)  of  this  sec¬ 
tion  which  is  not  a  basic  class  of  nar¬ 
cotic  drug,  may  be  disposed  of  in  one  of 
the  following  ways  only: 

(1)  By  shipment  to  the  narcotic  Dis¬ 
trict  Supervisor  as  excess  and  undesired 
narcotic  drugs  pursuant  to  26  CFR 
151.474;  or 

(2)  By  desti*uction  in  the  presence  of 
a  representative  of  the  Bureau  of  Nar¬ 
cotics,  authorized  by  the  Commissioner 
of  Narcotics  to  witness  such  destruction. 

(e)  A  manufacturer  may  retain  a  re¬ 
sulting  narcotic  drug  within  the  mean¬ 
ing  of  paragraph  (a)  or  (b)  of  this  sec¬ 
tion  only  for  such  period  of  time  as  is 
reasonably  necesary  for  him  to  make  dis¬ 
position  of  such  drug  in  the  manner  pro¬ 
vided  in  this  section. 

Manufacture  of  Narcotic  Precursors 
§  307.141  Narcotic  precursors. 

(a)  Definition  of  "narcotic  precursor". 
The  term  “narcotic  precursor”  means  a 
substance  other  than  a  narcotic  drug 
which  the  Commissioner  has  found  to  be 

(1)  An  immediate  chemical  precursor 
of  a  narcotic  drug; 

(2)  Produced  primarily  for  use  in  the 
manufacture  of  a  narcotic  drug;  and 

(3)  Used  or  likely  to  be  used,  in  the 
manufacture  of  a  narcotic  drug  by  per¬ 
sons  other  than  persons  licensed  under 
section  8  of  the  Narcotics  Manufactur¬ 
ing  Act  of  1960,  to  manufacture  such 
narcotic  drug. 

Before  finding  a  substance  to  be  a  nar¬ 
cotic  precursor,  the  Commissioner  shall 
give  due  notice  in  the  Federal  Register 
and  afford  an  opportunity  for  public 
hearing  to  interested  persons. 

(b)  Requirements  as  to  persons  en¬ 
gaging  in  transactions  with  respect  to 
narcotic  precursors.  Any  person  who  is 
engaged  in  the  manufacture,  compound¬ 
ing,  packaging,  selling,  dealing  in  or 
giving  away  of  a  narcotic  precursor,  as 
defined  in  paragraph  (a)  of  this  section, 
shall: 

(1)  Maintain 'records  as  prescribed  in 
paragraph  (d)  of  this  section;  and 

(2)  Prepare  and  submit  an  annual  re¬ 
port  on  Bureau  Form  193  on  or  before 
February  15  of  each  year. 


(c)  Exception  to  applicability  of  para¬ 
graph  (b) .  The  provisions  of  paragraph 

(b)  of  this  section  shall  not  apply  to  a 
person  manufacturing  a  narcotic  pre¬ 
cursor  who  holds  a  license  to  manufac¬ 
ture  a  basic  class  of  narcotic  drug  under 
section  8  of  the  Narcotics  Manufacturing 
Act  of  1960,  provided  that  the  narcotic 
precursor  manufactured  by  such  licensee 
is  to  be  used  exclusively  by  him  for  the 
manufacture  of  the  basic  class  of  nar¬ 
cotic  drug  for  which  he  holds  a  license. 

(d) .  Procedure  as  to  maintenance  of 
records  and  preparation  of  annual  re¬ 
port.  The  manufacturer  of  a  substance 
which  has  been  declared  a  narcotic  pre¬ 
cursor  shall  keep  for  a  period  of  not  less 
than  two  years  such  records  as  will  en¬ 
able  him  to  supply  the  Commissioner  ac¬ 
curate  information  as  to  the  quantity  of 
such  precursor  manufactured  or  other¬ 
wise  acquired  by  him,  his  dispositions 
thereof,  the  names  and  addresses  of  the 
persons  to  whom  supplied,  the  quantity 
supplied  to  each  and  the  use  for  which 
intended.  The  annual  report  on  Form 
193  shall  include  a  summary  of  this  in¬ 
formation  for  the  calendar  year. 

Importation  of  Narcotic  Drugs 

§  307.151  Importation  of  narcotic  drugs 
for  scientific  purposes. 

(a)  Exemption  for  scientific  purposes. 
Notwithstanding  the  provisions  of  §  302.1 
of  this  chapter,  the  Commissioner  of 
Narcotics  may  issue  a  formal  permit  to 
certain  classes  of  persons  desiring  to 
import  any  narcotic  drug  or  drugs  (in¬ 
cluding  crude  opium  and  coca  leaves) 
for  scientific  purposes  only. 

(b)  Application  for  import  permit. 
Application  for  a  permit  to  import  shall 
be  made  to  the  Commissioner  on  Bureau 
Form  191 .  The  applicant  for  such  import 
permit  shall  also  prepare  and  submit  to 
the  Commissioner.  Bureau  Form  185 
(Drug  Identification  Sheet),  where  the 
substance  to  be  imported  is  a  narcotic 
drug  not  described  in  the  standard  ref¬ 
erence  works  on  drugs  and  chemicals. 

(c)  Limitation  on  authorization  to 
import.  Imports  under  this  section  will 
be  limited  to  narcotic  drugs  not  readily 
available  to  the  applicant  from  sources 
within  the  United  States,  unless  ques¬ 
tions  of  origin,  types  or  particular  meth¬ 
ods  of  production  are  elements  of  the 
research  objectives.  Applicants  for  im¬ 
port  permits  licensed  under  section  8  of 
the  Narcotics  Manufacturing  Act  of 
1960,  who  as  part  of  their  manufactur¬ 
ing  business  maintain  branch  or  subsid¬ 
iary  manufacturing  establishments  in 
foreign  countries  may  be  issued  import 
permits  for  occasional  imports  of  sam¬ 
ples  of  the  products  of  these  foreign 
branches  or  subsidiaries  for  the  purpose 
of  research  or  spot  check  analyses  to 
establish  or  maintain  proper  chemical 
and  therapeutical  standards  of  their 
products.  However,  an  applicant  will 
not  be  granted  an  import  permit  to  make 
continuous  or  regular  imports  of  sam¬ 
ples  of  recurring  batches  or  lots  of  the 
same  product  for  routine  factory  con¬ 
trols.  Each  importation  desired  must 
be  separately  applied  for  and  be  covered 
by  a  separate  import  permit. 

(d)  Disposition.  All  drugs  imported 
imder  this  section  shall  be  used  in  re¬ 


search  or  otherwise  disposed  of  as  au¬ 
thorized  by  the  Commissioner,  within 
five  years  from  the  date  of  their  import, 
unless  an  extension  of  time  for  com¬ 
pletion  of  the  research  has  been  granted 
by  the  Commissioner. 

(e)  Reports.  Persons  importing  nar¬ 
cotic  drugs  under  this  section  shall  ren¬ 
der  to  the  Commissioner  semi-annual 
reports  on  Bureau  Form  192,  as  of  June 
30  and  December  31  of  each  year,  to 
be  submitted  not  later  than  the  15th  of 
the  month  following,  accounting  for  the 
importation  and  use  or  other  disposition 
of  the  narcotic  drug  or  drugs  so 
imported. 

10.  Add  under  §  302.1  the  following 
cross  reference: 

Cross  Reference;  For  importation  of  nar¬ 
cotic  drugs  for  scientific  purposes  only  see 
§  307.151  of  this  chapter. 

(26  U.S.C.  4731(g),  as  amended  by  sec.  4, 
Pub.  Law  86-429  (74  Stat.  67).  21  U.S.C. 
188e,  66  Stat.  1046,  21  U.S.C.  173,  182,  as 
amended  by  secs.  15,  16,  Pub.  Law  86-429 
(74  Stat.  66.  67),  sec.  17.  Pub.  Law  86-429 
(74  Stat.  67) ) 

|F.R.  Doc,  60-12016;  FUed,  Dec.  27,  1960; 

8:48  a.m.] 

Title  26— INTERNAL  REVENUE, 
1954 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

SUBCHAPTER  H— INTERNAL  REVENUE  PRACTICE 

PART  601— STATEMENT  OF 
PROCEDURAL  RULES 

Miscellaneous  Amendments 

This  part  as  filed  with  the  Federal 
Register  on  June  29,  1955,  and  as  last 
amended  on  February  14. 1959,  is  further 
amended  as  follows: 

Paragraph  1.  Section  601.105  is 
amended  by  revising  subparagraph  (1) 
of  paragraph  (b) ,  by  adding  a  new  sub- 
paragraph  (5)  to  paragraph  (b),  and 
by  revising  subdivision  (1)  of  paragraph 
(d)  (2).  These  amended  provisions  read 
as  follows: 

§  601.105  Examination  of  returns  and 
claims  for  refund,  credit  or  abate¬ 
ment;  determination  of  correct  tax 
liability. 

«  *  *  •  * 

(b)  Examination  of  returns — (1) 
General.  The  original  examination  of 
income,  profits,  estate,  gift,  excise,  and 
employment  tax  returns  is  a  primary 
function  of  internal  revenue  agents  in 
the  Audit  Division  of  the  ofllce  of  each 
district  director  of  internal  revenue. 
Such  internal  revenue  agents  are  organ¬ 
ized  in  groups,  each  of  which  is  under 
the  immediate  supervision  of  a  group 
supervisor  designated  by  the  district 
director.  Revenue  agents  and  revenue 
officers  (and  such  other  officers  or  em¬ 
ployees  of  the  Internal  Revenue  Service 
as  may  be  designated  for  this  purpose 
by  the  Commissioner)  are  authorized  to 
examine  any  books,  papers,  records,  or 
memoranda  bearing  upon  matters  re¬ 
quired  to  be  included  in  Federal  tax  re- 
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turns  and  to  take  testimony  relative 
thereto  and  to  administer  oaths.  See 
section  7602  of  the  Code  and  the  regula¬ 
tions  thereunder.  There  are  two  general 
types  of  audit.  These  are  commonly 
called  “office  audit”  and  “field  audit”. 
During  the  audit  of  a  return  a  taxpayer 
may  be  represented  before  the  examining 
officer  by  an  attorney  or  agent  enrolled 
to  practice  before  the  Internal  Revenue 
Service  or  by  a  duly  authorized  unen¬ 
rolled  person  who  signed  the  return  as 
preparer  thereof.  The  representation  of 
a  taxpayer  by  such  as  unenrolled  person, 
however,  is  subject  to  the  limitations 
contained  in  section  10.7(a)(7)  of 
Department  Circular  No.  230. 

*  •  *  *  * 

(5)  Technical  advice  from  the  Nation¬ 
al  Office — (1)  Procedure  regarding  re¬ 
quest.  Where  the  district  director  de¬ 
cides  that  an  issue  requires  technical 
advice  from  the  National  Office,  the  tax¬ 
payer  will  be  advised  of  the  proposed 
referral.  If  he  so  desires,  the  taxpayer 
may  submit  a  brief  of  the  facts,  law 
and  argument  to  be  transmitted  with  the 
case  to  the  National  Office.  Similarly, 
a  taxpayer  may  request  that  an  issue 
be  referred  to  the  National  Office  for 
technical  advice  on  the  grounds  of  lack 
of  uniformity  or  that  the  Issue  Is  so  un¬ 
usual  or  complex  as  to  warrant  National 
Office  consideration.  If  the  examining 
officer  (or  Informal  conferee.  In  case  of 
an  Informal  conference)  Is  of  the  opin¬ 
ion  that  the  circumstances  do  not  war¬ 
rant  such  referral,  the  matter  will  be 
submitted  to  the  Chief,  Audit  Division, 
for  decision.  If  the  Chief,  Audit  Di¬ 
vision,  determines  that  advice  from  the 
National  Office  will  not  be  requested,  he 
will  inform  the  taxpayer,  in  writing,  of 
his  decision. 

(li)  Regional  post  review  of  examined 
cases.  Regional  commissioners  review 
samples  of  the  examined  cases  closed  in 
their  district  offices  to  assure  uniformity 
throughout  their  districts  in  the  applica¬ 
tion  of  the  provisions  of  the  Code,  regu¬ 
lations,  and  rulings,  as  well  as  the  gen¬ 
eral  polices  of  the  Service.  In  certain 
circumstances,  such  as  where  substantial 
errors  are  found  or  where  there  is  evi¬ 
dence  of  fraud  or  collusion,  the  regional 
commissioner  has  authority  to  reopen 
the  case. 

«  »  *  * 

(d)  Thirty -day  letters  and  protests — 

(1)  General.  •  •  • 

(2)  Protests,  (il  If  the  taxpayer 
chooses  to  file  a  protest  against  the  pro¬ 
posed  determination  set  forth  in  the  “30- 
day  letter”,  his  protest  should  be  filed 
in  the  district  director’s  office  and,  fol¬ 
lowing  review  of  the  protest,  the  case 
will  be  referred  to  the  Appellate  Di¬ 
vision  of  the  region  If  that  Division  has 
jurisdiction.  The  taxpayer  will  also  be 
accorded  a  conference  in  the  Appellate 
Division  If  he  requests  it.  Protests 
should  be  filed  in  duplicate.  No  par¬ 
ticular  form  of  protest  has  been  pre¬ 
scribed.  However,  instructions  for  the 
preparation  of  protests  are  sent  with  the 
“30-day  letter”.  For  a  description  of  the 
procedure  in  the  Appellate  Division,  see 
§  601.106. 
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Par.  2.  Paragraphs  (a)  and  (c)  of 
9  601.109  are  amended  to  read  as  follows: 

§  601.109  Bankruptcy  and  receivership 
cases. 

(a)  General.  (1)  Upon  the  adjudica¬ 
tion  of  bankruptcy  of  any  taxpayer  in 
any  liquidating  proceeding,  the  filing  or 
(where  approval  is  required  by  the  Bank¬ 
ruptcy  Act)  the  approval  of  a  petition  of, 
or  the  approval  of  a  petition  against, 
any  taxpayer  in  any  other  proceeding 
under  the  Bankruptcy  Act  or  the  ap¬ 
pointment  of  a  receiver  for  any  tax¬ 
payer  in  any  receivership  proceeding 
before  a  court  of  the  United  States  or 
of  any  State  or  Territory  or  of  the  Dis¬ 
trict  of  Columbia,  the  assessment  of  any 
deficiency  in  income,  profits,  estate,  or 
gift  tax  (together  with  all  interest,  addi¬ 
tional  amounts,  or  additions  to  the  tax 
provided  for  by  law)  shall  be  made  im¬ 
mediately.  See  section  6871  of  the  Code. 
In  such  cases  the  restrictions  imposed 
by  section  6213(a)  of  the  Code  upon  as¬ 
sessments  are  not  applicable.  (In  the 
case  of  an  assignment  for  the  benefit 
of  creditors,  the  assessment  will  be  made 
under  section  6861,  relating  to  jeopardy 
assessments.  See  9  601.105(h).)  Cases 
in  which  immediate  assessment  will  be 
made  include  those  of  taxpayers  in  re¬ 
ceivership  or  in  bankruptcy,  agricultural 
composition,  reorganization,  arrange¬ 
ment,  or  wage  earner  proceedings  under 
cliapters  I  to  VII,  sections  75,  77,  chap¬ 
ters  X.  XI,  XII,  and  XIII  of  the  Bank¬ 
ruptcy  Act.  The  term  “approval  of  a 
petition  in  any  other  proceeding  imder 
the  Bankruptcy  Act”  includes  the  ffling 
of  a  petition  under  section  75  or  chapters 
XI  to  Xm  of  the  Banki'uptcy  Act  with  a 
court  of  competent  jmisdiction.  A  fidu¬ 
ciary  in  any  proceeding  under  the  Bank¬ 
ruptcy  Act  (including  a  trustee,  receiver, 
debtor  in  possession,  or  other  person  des¬ 
ignated  by  the  court  as  in  control  of  the 
assets  or  affairs  of  a  debtor)  or  a  receiver 
in  any  receivership  proceeding  may  be 
required,  as  provided  in  regulations  pre¬ 
scribed  under  section  6036  of  the  Code, 
to  give  notice  in  writing  to  the  district 
director  of  his  qualification  as  such. 
Failure  on  the  part  of  such  fiduciary  in 
a  receivership  proceeding  or  a  proceed¬ 
ing  under  the  Bankruptcy  Act  to  give 
such  notice,  when  required,  results  in  the 
suspension  of  the  running  of  the  period 
of  limitations  on  the  making  of  assess¬ 
ments  from  the  date  of  the  institution  of 
the  proceeding  to  the  date  upon  which 
such  notice  is  received  by  the  district  di¬ 
rector,  and  for  an  additional  30  days 
thereafter.  However,  in  no  case  where 
the  required  notice  is  not  given  shall  the 
suspension  of  the  running  of  the  period 
of  limitations  on  assessment  exceed  2 
years.  See  section  6872  of  the  Code. 

(2)  Except  in  cases  where  depart¬ 
mental  Instructions  direct  otherwise,  the 
district  director  will,  promptly  after  as¬ 
certaining  the  existence  of  any  outstand¬ 
ing  Federal  tax  liability  against  a  tax¬ 
payer  in  any  proceeding,  imder  the 
Bankruptcy  Act  or  receivership  proceed¬ 
ing,  and  in  any  event  within  the  time 
limited  by  appropriate  provisions  of  law 
or  the  appropriate  orders  of  the  court 
in  which  such  proceeding  is  pendfiig,  file 
a  proof  of  claim  covering  such  liability 


in  the  court  in  which  the  proceeding  is 
pending.  Such  a  claim  may  be  filed  re¬ 
gardless  of  whether  the  impaid  taxes 
involved  have  been  assessed.  Whenever 
an  immediate  assessment  is  made  of  any 
income,  estate,  or  gift  tax  after  the  com¬ 
mencement  of  a  proceeding,  the  district 
director  will  send  to  the  taxpayer  notice 
and  demand  for  payment  together  with 
a  copy  of  such  claim. 

*  *  «  *  « 

(c)  Procedure  before  Appellate  Divi¬ 
sion  not  applicable.  A  case  involving  im¬ 
mediate  assessment  under  section  6871 
of  the  Code  or  an  assessment  of  excise 
or  employment  taxes  after  an  ad¬ 
judication  of  bankruptcy  in  a  liquidating 
proceeding  or  the  filing  or  (where  ap¬ 
proval  is  required  by  the  Bankruptcy 
Act)  the  approval  of  a  petition  of,  or  the 
approval  of  a  petition  against,  any  tax¬ 
payer  in  any  other  proceeding  under  the 
Bankruptcy  Act  or  the  appointment  of 
a  receiver  will  not  be  referred  by  the  dis¬ 
trict  director  to  a  field  office  of  the  Ap¬ 
pellate  Division.  Therefore,  the  tax¬ 
payer.  or  the  trustee,  receiver,  or  debtor 
in  possession  or  other  person  designated 
by  the  court  as  in  control  of  the  assets 
or  affairs  of  the  debtor,  may  not  request 
consideration  of  the  csise  by  the  Appel¬ 
late  Division.  If  at  the  time  of  the  ad¬ 
judication  of  bankruptcy  or  the  filing  or 
the  approval  of  a  petition  or  the  appoint¬ 
ment  of  a  receiver,  an  income,  estate,  or 
gift  tax  case  is  under  consideration  by  a 
field  office  of  the  Appellate  Division, 
whether  before  or  after  Issuance  of  a 
statutory  notice  of  deficiency,  the  case 
will  be  returned  to  the  district  director 
for  assessment  (if  not  previously  as¬ 
sessed)  and  for  issuance  of  the  Form 
7900  letter  and  filing  proof  of  claim  in 
any  proceeding  under  the  Bankruptcy 
Act  or  in  a  receivership  proceeding.  Ex¬ 
cise  and  employment  tax  cases  pend¬ 
ing  in  the  Appellate  Division  at  such 
time  will  likewise  be  returned  to  the  dis¬ 
trict  director  for  assessment  (if  not  pre¬ 
viously  assessed)  and  for  filing  proof  of 
claim  hi  any  proceeding  under  the  Bank¬ 
ruptcy  Act  or  in  a  receivership  proceed¬ 
ing.  Thereafter,  the  case  will  not  be 
transferred  by  the  district  director  to 
the  Appellate  Division  imless  a  petition 
for  redeterminatlon  of  the  deficiency  haa 
been  filed  in  the  Tax  Court  prior  to  the 
adjudication  of  bankruptcy  in  a  liquidat¬ 
ing  proceeding  or  the  filing  or  the  ap¬ 
proval  of  a  petition  in  any  other  proceed¬ 
ing  under  the  Bankruptcy  Act  or  the 
appointment  of  a  receiver,  and  the  tax¬ 
payer  or  the  trustee,  receiver,  debtor  in 
possession  or  other  person  designated  by 
the  bankruptcy  or  receivership  court  as 
in  control  of  the  debtor’s  assets  or  affairs 
elects  to  prosecute  the  proceeding  in  the 
Tax  Court.  A  petition  for  redetermina¬ 
tion  of  a  deficiency  may  not  be  filed  in 
the  Tax  Court  after  the  adjudication  of 
bankruptcy,  the  filing  or  (where  ap¬ 
proval  is  required  by  the  Bankruptcy 
Act)  the  approval  of  a  petition  of,  or 
the  approval  of  a  petition  against,  any 
taxpayer  in  any  other  bankruptcy  pro¬ 
ceeding.  or  the  appointment  of  a  receiver. 
See  section  6871(b)  of  the  Code.  How¬ 
ever,  the  Tax  Court  is  not  deprived  of 
jurisdiction  where  the  adjudication  of 
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bankruptcy,  the  filing  or  (where  ap¬ 
proval  is  required  by  the  Bankhiptcy 
Act)  the  approval  of  a  petition  of,  or  the 
approval  of  a  petition  against,  any  tax¬ 
payer  in  any  other  bankrutpcy  proceed¬ 
ing.  or  the  appointment  of  a  receiver 
occurred  subsequent  to  the  filing  of  the 
petition.  In  such  a  case  the  jurisdiction 
of  the  bankruptcy  or  receivership  court 
and  the  Tax  Court  is  concurrent. 

Par.  3.  Paragraph  (f)  (2)  of  §  601.201 
is  amended  to  read  as  follows: 

§  601.201  Rulings  and  determination 

letters. 

0  m  •  m  * 

(f)  Instructions  with  respect  to  sub¬ 
mission  of  requests  for  rulings  or  deter¬ 
mination  letters.  •  •  • 

(2)  If  the  request  is  an  application 
for  exemption-  from  income  tax  as  an 
organization  described  in  section  501  (c) 
or  (d)  or  section  521  of  the  Code,  see 
paragraph  (k)  of  this  section.  If  the 
request  is  with  respect  to  the  qualifica¬ 
tion  of  a  plan  under  section  401(a)  of 
the  Code,  see  paragraph  (1)  of  this  sec¬ 
tion.  Applications  for  income  tax  ex¬ 
emption  as  an  organization  described  in 
section  501  (c)  or  (d)  of  the  Code,  as 
well  as  the  information  required  to  be 
filed  with  such  applications,  should  be 
submitted  in  duplicate.  It  is  not  required 
that  any  of  the  other  applications  or 
requests  described  in  this  subparagraph, 
or  that  the  information  required  to  be 
filed  wtth  such  applications  or  requests, 
be  sulMnitted  in  duplicate. 

Par.  4.  Paragraph  (a)(2)  of  §  601.202 
is  amended  to  read  as  follows: 

§  601.202  Closing  agreements. 

(a)  General.  •  •  • 

(2)  Closing  agreements  under  section 
7121  of  the  Code  may  jelate  to  any  tax¬ 
able  period  ending  prior  or  subsequent 
to  the  date  of  the  agreement.  With  re¬ 
spect  to  taxable  periods  ended  prior  to 
the  date  of  the  agreement,  the  matter 
agreed  upon  may  relate  to  the  total  tax 
liability  of  the  taxpayer  or  it  may  relate 
to  one  or  more  separate  items  affecting 
the  tax  liability  of  the  taxpayer.  A  clos¬ 
ing  agreement  may  also  be  entered  into 
in  order  to  provide  a  “determination”, 
as  defined  in  section  1313  of  the  Code, 
and  for  the  purpose  of  allowing  a  de¬ 
ficiency  dividend  deduction  under  sec¬ 
tion  547  of  the  Code.  But  see  also  sec¬ 
tions  547(c)(3)  and  1313(a)(4)  of  the 
Code  and  the  regulations  thereunder  as 
to  other  types  of  “determination”  agree¬ 
ments.  With  respect  to  taxable  periods 
ending  subsequent  to  the  date  of  the 
agreement,  the  matter  agreed  upon  may 
relate  to  one  or  more  separate  items  af¬ 
fecting  the  tax  liability  of  the  taxpayer. 
A  closing  agreement  with  respect  to  any 
taxable  period  ending  subsequent  to  the 
date  of  the  agreement  is  subject  to  any 
change  in  or  modification  of  the  law 
enacted  subsequent  to  the  date  of  the 
agreement  and  applicable  to  such  tax¬ 
able  period,  and  each  closing  agreement 
.shall  so  recite.  Closing  agreements  may 
be  entered  into  even  though  under  the 
agreement  the  taxpayer  is  not  liable  for 
any  tax  for  the  period  to  which  the 
agreement  relates.  There  may  be  a 
series  of  agreements  relating  to  the  tax 


liability  for  a  single  period.  A  closing 
agreement  may  be  entered  into  in  any 
case  in  which  there  appears  to  be  an 
advantage  in  having  the  csuse  perma¬ 
nently  and  conclusively  closed,  or  where 
good  and  sufficient  reasons  are  shown  by 
the  taxpayer  for  desiring  a  closing  agree¬ 
ment  and  it  is  determined  by  the  Com¬ 
missioner  or  his  representatives  that  the 
(government  will  sustain  no  disadvantage 
through  consummation  of  such  an 
agreement. 

Par.  5.  Section  601.203  is  amended  by 
revising  paragraph  (a)(1),  revising  sub¬ 
divisions  (iii)  and  (iv)  of  paragraph 
(c)(1),  revising  subdivision  (v)  of  para¬ 
graph  (c)(2),  and  revising  paragraph 
(c)(3).  These  amended  provisions  read 
as  follows: 

§  601.203  Offers  in  coinpromise. 

(a)  General.  (1)  The  Commissioner 
may  compromise,  in  accordance  with,  the 
provisions  of  section  7122  of  the  Code, 
any  civil  or  criminal  case  arising  under 
the  intern&l  revenue  laws  prior  to  ref¬ 
erence  to  the  Department  of  Justice  for 
prosecution  or  defense.  Certain  func¬ 
tions  of  the  Commissioner  with  respect 
to  compromises  of  civil  cases  involving 
liability  under  $5,000  (prior  to  July  1, 
1960)  and  imder  $25,000  (on  and  after 
July  1,  1960),  and  of  certain  specific 
penalties  involving  only  the  regulatory 
provisions  of  the  Code  and  related  stat¬ 
utes,  have  been  delegated  to  district  di¬ 
rectors  of  internal  revenue.  In  civil 
cases  involving  liability  of  $500  or  over 
and  in  criminal  cases  the  functions  of 
the  General  Counsel  are  performed  by 
the  Chief  Counsel  for  the  Internal  Reve¬ 
nue  Service.  In  certain  cases  these 
functions  are  performed  in  the  National 
Office  and  in  other  cases  by  Regional 
Counsel.  (See  also  paragraph  (c)  of 
this  section.) 

«  •  ,  *  #  « 

(c)  Consideration  of  offer.  (!)••* 

(iii)  Accept  the  offer  if  it  involves  a 
civil  liability  of  $500  or  more,  but  less 
than  $5,000  (prior  to  July  1,  1960)  and 
less  than  $25,000  (on  and  after  July  1, 
1960),  or  involves  a  specific  penalty  (in¬ 
cluding  in  the  case  of  narcotics,  smoking 
opium,  and  marihuana  taxes  only  those 
specific  penalties  which  involve  delin¬ 
quency  in  registration  or  delinquency  in 
I>ayment),  and  the  Regional  Counsel 
concurs  in  the  acceptance  of  the  offer,  or 

( iv)  Recommend  to  the  National  Office 
the  acceptance  of  the  offer  if  it  involves  a 
civil  liability  of  $5,000  or  over  (prior  to 
July  1,  1960)  and  $25,000  or  over  (on  and 
after  July  1, 1960). 

(2)  •  •  * 

(V)  An  offer  under  the  processing  ju¬ 
risdiction  of  the  Regional  Counsel  which 
is  considered  acceptable  is  either  referred 
to  the  district  director  or  to  the  Office  of 
the  Chief  Counsel  in  Washington  for  ap¬ 
proval,  depending  upon  the  amount  of 
civil  liability  involved. 

(3)  The  district  directors  and  the  Di¬ 
rector  of  the  Audit  Division  of  the  Na¬ 
tional  Office  are  authorized  to  reject  any 
offer  in  compromise  referred  for  their 
consideration.  Offers  considered  in  the 
Office  of  the  Chief  Counsel  in  Washing¬ 
ton  which  are  not  acceptable  are  rejected 
by  the  Commissioner.  Offers  considered 


by  Regional  Counsel  which  are  not  ac¬ 
ceptable  are  rejected  by  district  direc¬ 
tors.  If  an  offer  is  not  acceptable,  the 
taxpayer  is  promptly  notified  of  the  re¬ 
jection  of  the  offer.  If  an  offer  is  re¬ 
jected,  the  sum  submitted  with  the  offer 
is  returned  by  the  district  director  to  the 
proponent.  A  selective  post  review  of 
offers  rejected  by  a  district  director  in¬ 
volving  liabilities  totaling  $5,000  or  more 
is  made  by  each  regional  commissioner. 

Par.  6.  The  heading  and  subheading  of 
Subpart  C  is  amended  to  read  as  follows: 

Subparf  C — Provisions  Relating  to  Dis¬ 
tilled  Spirits,  Wines,  Beer,  Tobacco 
Products  (Manufactured  Tobacco, 
Cigars,  and  Cigarettes),  Tobacco 
Materials,  Cigarette  Papers  and 
Tubes,  and  Certain  Firearms 

Distilled  Spirits,  Wines,  and  Beer 

Par.  7.  Section  601.301  is  amended  to 
read  as  follows: 

§  601. .301  Imposition  of  taxes,  qualifiea* 
tion  requirements,  and  regulations. 

(a)  Imposition  of  taxes.  Subchapter 
A  of  Chapter  51  of  the  Internal  Revenue 
Code  of  1954  imposes  taxes  on  distilled 
spirits  (including  alcohol),  wine,  and 
beer.  Except  as  specifically  provided,  ad¬ 
ditional  taxes  are  imposed  when  distilled 
spirits  and  wine  are  rectified  by  blending, 
compounding,  etc.  Subchapter  A  of 
chapter  51  of  the  Code  also  imposes  taxes 
on  stills  and  condensers  used  to  produce 
spirits.  Occupational  taxes  are  imposed 
upon  still  manufacturers,  brewers,  rec¬ 
tifiers.  dealers  in  liquors,  and  as  a  pre¬ 
requisite  for  drawback  under  section  5134 
of  the  Code,  upon  manufacturers  of  non¬ 
beverage  products. 

(b)  Qualification  requirements.  Dis¬ 
tillers,  winemakers,  brewers,  warehouse¬ 
men,  rectifiers,  bottlers,  liquor  bottle 
manufacturers,  dealers  in  specially  de¬ 
natured  alcohol,  users  of  tax-free  and 
specially  denatured  alcohol,  and  whole¬ 
salers  and  importers  of  liquors,  are  re¬ 
quired  to  qualify  with  the  Internal  Reve¬ 
nue  Service,  usually  by  filing  notice  or 
application  and  bond  with,  and  procuring 
permit  from,  the  assistant  regional  com¬ 
missioner  (alcohol  and  tobacco  tax)  of 
the  region  in  which  operations  are  to  be 
conducted.  Detailed  information  re¬ 
specting  such  qualification,  including  the 
forms  to  be  used  and  the  procedure  to 
be  followed,  is  contained  in  the  respec¬ 
tive  regulations  described  in  paragraph 

(c)  of  this  section. 

(c)  Regulations.  The  procedural  re¬ 
quirements  with  respect  to  matters  re¬ 
lating  to  distilled  spirits,  wines,  and  beer 
which  are  within  the  jurisdiction  of  the 
Alcohol  and  Tobacco  Tax  Division  are 
published  in  the  regulations  described 
in  this  paragraph.  These  regulations 
contain  full  information  as  to  the  gen¬ 
eral  course  and  method  by  which  the 
functions  concerning  liquors  are  chan¬ 
neled  and  determined,  including  the 
nature  and  requirements  of  formal  and 
informal  procedures,  the  forms,  records, 
reports,  and  other  documents  required, 
and  the  contents  of  applications,  notices, 
registrations,  permits,  bonds,  and  other 
documents.  Supplies  of  prescribed  forms 
may  be  obtained  from  the  offices  of 
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assistant  regional  commissioners  (alco¬ 
hol  and  tobacco  tax) ,  except  that  Forms 
52-A,  52-B,  122,  133,  134,  338,  2051, 
2054-2060,  2621,  and  2637  must  be  pro¬ 
vided  by  the  users  at  their  own  expense; 
users  and  commercial  printers  may  pro¬ 
cure  specimen  copies  of  such  forms  from 
such  offices.  The  following  is  a  brief 
description  of  the  several  regulations 
arranged  according  to  the  principal  sub¬ 
jects  and  operations  concerned; 

(1)  Establishment  and  operation  of 
distilled  spirits  plants.  Part  201  of  this 
chapter  contains  the  regulations  relating  * 
to  the  location,  qualification,  constiiic- 
tion,  arrangement,  equipment,  and  op¬ 
erations  (including  activities  incident 
thereto)  of  distilled  spirits  plants  for 
the  production  and/or  warehousing  (in¬ 
cluding  denaturation) ,  rectification,  and 
bottling  (including  bottling  in  bond)  of 
distilled  spirits. 

(2)  Miscellaneous  liquor  transactions. 
Part  170  of  this  chapter  contains  mis¬ 
cellaneous  regulations  relative  to: 

(i)  Restamping  of  packages  of  dis¬ 
tilled  spirits; 

(ii)  Redemption  of  strip  stamps,  and 
stamps  denoting  payment  of  tax,  pur¬ 
chase  prior  to  January  1,  1955; 

(lii)  Refund  of  tax  and  duty  paid  on 
distilled  spirits,  wines,  rectified  products, 
and  beer  lost  as  a  result  of  floods,  hurri¬ 
canes  or  other  disasters; 

(iv)  Application  of  section  6423,  In¬ 
ternal  Revenue  Code  of  1954,  as  amend¬ 
ed,  to  refund  or  credit  of  tax  on  distilled 
spirits,  wines,  and  beer; 

(V)  Regulations  in  effect  on  June  30, 
1959,  which  were  prescribed  on  July  1, 
1959,  as  interim  regulations; 

(Vi)  Redemption  of  unused  distilled 
spirits  excise  tax  stamps  and  unused  rec¬ 
tification  tax  stamps;  and 

(vli)  Manufacture  and  sale  of  certain 
compounds,  preparations,  and  products 
containing  alcohol. 

(3)  Disposition  of  substances  used  in 
the  manufacture  of  distilled  spirits  and 
articles  and  of  containers  used  for  the 
packaging  of  distilled  spirits.  Part  173 
of  this  chapter  contains  the  regulations 
relative  to  the  returns  and  records  of  the 
disposition  of  articles  from  which  dis¬ 
tilled  spirits  may  be  recovered,  of  sub¬ 
stances  of  the  character  used  in  the 
manufacture  of  distilled  spirits,  and  of 
containers  of  the  character  used  for  the 
packaging  of  distilled  spirits. 

(4)  Manufacture  and  use  of  contain¬ 
ers  of  distilled  spirits.  Part  175  of  this 
chapter  contains  the  regulations  relating 
to  the  traffic  in  containers  of  distilled 
spirits  of  a  capacity  of  not  less  than  one- 
half  pint  and  not  more  than  five  wine 
gallons.  The  regulations  cover  the  man¬ 
ufacture,  sale,  and  use  of  liquor  bottles 
for  packaging  distilled  spirits  for  other 
than  industrial  use;  labeling  of  distilled 
spirits ;  reports,  and  inventories  of  liquor 
bottles;  imports  and  exports  of  liquor 
bottles;  permits  and  revocation  proceed¬ 
ings;  reuse  or  refilling  of  liquor  bottles 
(see  also  Part  194  of  this  chapter) ;  and 
the  purchase,  sale  and  possession  of  re¬ 
filled  or  used  liquor  bottles. 

(5)  Gauging  of  distilled  spirits.  Part 
186  of  this  chapter  contains  the  regu¬ 
lations  that  prescribe  the  gauging  in¬ 
struments,  and  methods  or  techniques 


to  be  used  in  measuring  distilled  spirits 
(including  denatured  spirits).  Tables 
are  provided  for  use  in  making  the 
necessary  computation  from  gauge  data. 

(6)  Stills  and  condensers.  Part  196 
of  this  chapter  contains  the  regulations 
relative  to  the  manufacture,  taxpay- 
ment,  removal,  use,  and  registration  of 
stills  and  condensers,  and  the  exporta¬ 
tion  or  transfer  to  foreign-trade  zones 
of  stills  and  condensers  with  benefit  of 
drawback  of  internal  revenue  tax  or 
without  payment  of  tax. 

(7)  Rules  of  practice  in  permit  pro¬ 
ceedings.  Part  200  of  this  chapter  con¬ 
tains  the  rules  governing  the  procedure 
and  practice  in  connection  with  the  dis¬ 
approval  of  applications  for  basic  per¬ 
mits,  and  for  the  issuance  of  citations 
for  the  suspension,  revocation  and  an¬ 
nulment  of  such  permits  under  sections 
3  and  4  of  the  Federal  Alcohol  Adminis¬ 
tration  Act  (27  U.S.C.  201  et  seq.),  and 
disapproval,  suspension,  revocation  of 
container,  industrial  use,  operating, 
withdrawal,  and  tobacco  permits  under 
the  Code.  Such  rules  also  govern,  in¬ 
sofar  as  applicable,  any  adversary  pro¬ 
ceeding  involving  adjudication  required 
by  statute  to  be  determined  on  the  rec¬ 
ord,  after  opportunity  for  hearing,  under 
laws  administered  by  the  Alcohol  and 
Tobacco  Tax  Division. 

(8)  Basic  permit  requirements  under 
the  Federal  Alcohol  Administration  Act. 
Regulations  No.  1  (27  CFR  Part  1),  is¬ 
sued  pursuant  to  the  Federal  Alcohol 
Admi^stration  Act,  as  amended,  cmitain 
the  requirements  relative  to  the  issuance 
imder  that  Act  of  basic  permits  to  pro¬ 
ducers,  rectifiers,  blenders,  bottlers, 
warehousemen,  importers,  and  whole¬ 
salers  of  distilled  spirits,  wine,  or  beer, 
and  the  amendment,  duration,  revoca¬ 
tion,  suspension,  or  annulment  of  such 
permits. 

(9)  Bulk  sales  and  bottling  of  distilled 
spirits.  Regulations  No.  3  (27  CFR  Part 
3) .  issued  under  the  Federal  Alcohol  Ad¬ 
ministration  Act,  as  amended,  contain 
the  requirements  relative  to  bulk  sales 
and  bottling  of  distilled  spirits  under  the 
Federal  Alcohol  Administration  Act,  in¬ 
cluding  the  terms  of  warehouse  receipts 
for  distilled  spirits  in  bulk. 

(10)  Labeling  and  advertising  of  dis¬ 
tilled  spirits.  Regulations  No.  5  (27 
CFR  Part  5),  issued  under  the  Federal 
Alcohol  Administration  Act,  as  amended, 
contain  the  requirements  relative  to  the 
labeling  and  advertising  of  distilled 
spirits  under  the  Federal  Alcohol  Ad¬ 
ministration  Act,  including  standards  of 
identity  for  distilled  spirits,  standards  of 
fill  for  bottles  of  distilled  spirits,  and  the 
issuance  of  certificates  of  label  approval 
and  certificates  of  exemption  from  label 
approval. 

(11)  Credit  period  to  be  extended  to 
retailers  of  alcoholic  beverages.  Regu¬ 
lations  No.  8  (27  CFR  Part  8)  issued  un¬ 
der  the  Federal  Alcohol  Administration 
Act.  as  amended,  contain  the  require¬ 
ments  relative  to  the  credit  period  which 
may  be  extended  by  vendors  to  retailers 
of  alcoholic  beverages. 

(12)  Production  and  removal  of  wine. 
Part  240  of  this  chapter  contains  the 
regulations  relative  to  the  establishment 
and  operation  of  bonded  wine  cellars,  in¬ 


cluding  bonded  wineries,  for  the  produc¬ 
tion,  cellar  treatment,  and  storage  of 
wines,  including  amelioration,  sweeten¬ 
ing,  addition  of  wine  spirits  (including 
distillates  containing  aldehydes) ,  blend¬ 
ing,  and  other  cellar  treatment;  re¬ 
movals;  taxpayment;  return  of  unmer¬ 
chantable  taxpaid  wine;  and  use  of  wine 
for  distilling  material  and  manufacture 
of  vinegar. 

(13)  Bottling  or  packaging  of  taxpaid 
wine.  Part  231  of  this  chapter  contains 
the  regulations  relative  to  the  establish¬ 
ment,  qualification,  and  operations  of 
taxpaid  wine  bottling  houses  on  praises 
other  than  those  of  a  plant  operated 
under  Part  201  of  this  chapter,  and  to 
the  bottling  and  packaging  of  taxpaid 
United  States  and  foreign  wines  at  such 
premises. 

(14)  Nonindustrial  use  of  distilled 
spirits  and  wine.  Regulations  No.  2  (27 
CFR  Part  2),  issued  under  the  Federal 
Alcohol  Administration  Act,  as  amended, 
specify  what  uses  of  distilled  spirits  and 
wine  are  considered  "nonindustrial”,  as 
that  term  is  used  in  section  17  of  the 
Federal  Alcohol  Administration  Act. 

(15)  Labeling  and  advertising  of  wine. 
Regulations  No.  4  (27  CFR  Part  4),  is¬ 
sued  under  the  Federal  Alcohol  Admin¬ 
istration  Act,  as  amended  contain  the 
requirements  relative  to  the  labeling  and 
advertising  of  wine  under  the  Federal 
Alcohol  Administration  Act,  including 
standards  of  identity  for  wine,  stmidards 
of  fill  for  containers  of  wine,  the  with¬ 
drawal  of  imported  wine  from  customs 
custody,  and  the  issuance  of  certificates 
of  label  approval  and  certificates  of  ex¬ 
emption  from  label  approval 

(16)  Establishment  and  operations  of 
breweries.  Part  245  of  this  chapter  con¬ 
tains  the  regulations  relating  to  the  pro¬ 
duction,  taxpayment,  and  withdrawal  of 
beer  and  cereal  beverages.  The  regula¬ 
tions  cover  the  location,  construction, 
equipment,  and  operations  of  breweries; 
and  the  qualification  of  such  establish¬ 
ments.  including  the  ownership,  control, 
and  management  thereof. 

(17)  Labeling  and  advertising  of  malt 
beverages.  Regulations  No.  7  (27  CPR 
Part  7) ,  issued  under  the  Federal  Alcohol 
Administration  Act.  as  amended,  contain 
the  requirements  relative  to  the  labeling 
and  advertising  of  malt  beverages  (beer) 
under  the  Federal  Alcohol  Administra¬ 
tion  Act,  and  the  Issuance  of  certificates 
of  label  approval. 

(18)  Liquor  dealers.  Part  194  of  this 
chapter  contains  the  regulations  relative 
to  the  occupational  taxes  imposed  on 
wholesale  and  retail  dealers  in  liquors, 
wholesale  and  retail  dealers  in  beer,  and 
limited  retail  dealers;  restrictions  on 
purchases  of  distilled  spirits;  reuse  or  re- 
'filling  of  liquor  bottles  (see  also  Part  175 
of  this  chapter) ;  sales  or  possession  of 
refilled  or  used  liquor  bottles;  and  re¬ 
packaging  of  alcohol  for  industrial  use. 

(19)  Production  of  vinegar  by  the 
vaporizing  process.  Part  195  of  this 
chapter  contains  the  regulations  relating 
to  the  production  of  vinegar  by  the 
vaporizing  process  (fermentation  and 
distillation  of  alcoholic  liquid) .  The  reg¬ 
ulations  cover  the  location,  construction, 
equipment,  qualification,  and  operation 
of  vinegar  plants. 
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(20)  Drawback  of  tax  on  spirits  used 
in  nonbeverage  products.  Part  197  of 
this  chapter  contains  the  regulations 
which  relate  to  obtaining  drawback  of 
internal  revenue  tax  on  distilled  spirits 
used  in  the  manufacture  or  production 
of  medicines,  medicinal  preparations, 
food  products,  flavors,  or  flavoring  ex¬ 
tracts,  which  are  unfit  for  beverage 
purposes. 

(21)  Production  of  volatile  fruit- 
flavor  concentrates.  Part  198  of  this 
chapter  contains  the  regulations  relating 
to  the  manufacture,  storage,  removal, 
sale,  transportation,  and  use  of  vola¬ 
tile  fruit-flavor  concentrates  and  in¬ 
cludes  provisions  regarding  the  location, 
use,  qualification,  and  operations  of  con¬ 
centrate  plants. 

(22)  Inducements  furnished  ^ 
retailers.  Regulations  No.  6  (27  CPR 
Part  6) .  issued  under  the  Federal  Alcohol 
Administration  Act.  as  amended,  contain 
the  requirements  relative  to  the  furnish¬ 
ing,  giving,  renting,  lending,  or  selling 
of  equipment,  fixtures,  signs,  supplies, 
money,  services,  or  other  things  of  value 
to  retailers  of  distilled  spirits,  wine,  and 
malt  beverages,  by  other  members  of  the 
liquor  industry  (principally  vendors) ,  in¬ 
cluding  the  furnishing  of  samples  and 
advertising  cuts. 

(23)  Distribution  and  use  of  denatured 
spirits.  Part  211  of  this  chapter  con- 
•tains  the  regulations  relating  to  the 
procurement,  use,  disposition,  and 
recovery  of  denatured  alcohol,  specially 
denatured  rum.  and  articles  containing 
denatured  spirits;  and  includes  require¬ 
ments  in  respect  to  industrial  use  and 
withdrawal  permits;  and  the  psu^kaging, 
labeling,  sale,  rebottling,  and  reprocess¬ 
ing  of  articles  containing  specially  de¬ 
natured  spirits. 

(24)  'Formulas  for  denatured  spirits. 
Part  212  of  this  chapter  contains  the 
regulations  relating  to  the  formulation 
of  completely  denatured  alcohol,  spe¬ 
cially  denatured  alcohol,  and  specially 
denatured  rum;  to  the  uses  of  specially 
denatured  spirits;  and  to  the  specifica¬ 
tions  for  denaturantSL  The  procedural 
requirements  relative  to  the  production 
of  denatured  alcohol  and  specially  de¬ 
natured  rum  are  prescribed  in  Part  201 
of  this  chapter,  and  those  relative  to  the 
distribution  and  use  of  denatured  alcohol 
and  specially  denatured  rum  are  pre¬ 
scribed  in  Part  211  of  this  chapter. 

(25)  Distribution  and  use  of  tax-free 
spirits.  Part  213  of  this  chapter  cont^ns 
the  regulations  relating  to  tax-free 
alcohol  and  covers  the  procurement,  stor¬ 
age,  use,  and  recovery  of  such  alcohol; 
and  Includes  requirements  in  respect  to 
industrial  use  and  withdrawal  permits. 

(26)  Liquors  and  articles  from  Puerto 
Rico  and  the  Virgin  Islands.  Part  250 
of  this  chapter  contains  the  regulations 
relating  to  the  production,  bonded  ware¬ 
housing,  and  withdrawal  of  distilled 
spirits,  and  denatured  spirits,  and  the 
manufacture  of  articles  in  Puerto  Rico 
and  the  Virgin  Islands  to  be  brought  into 
the  United  States  free  of  tax  and  the 
collection  of  internal  revenue  taxes  on 
taxable  alcoholic  products  coming  into 
the  United  States  from  Puerto  Rico  and 
the  Virgin  Islands. 


(27)  Importation  of  liquors.  Part  251 
of  this  chapter  contains  the  substantive 
and  procedural  requirements  relative  to 
the  importation  of  distilled  spirits,  wines, 
and  beer  into  the  United  States  from 
foreign  countries  including  special  (oc¬ 
cupational)  and  commodity  taxes,  per¬ 
mits,  marking,  branding,  and  labeling, 
and  stamping  of  containers  and 
packages. 

(28)  Exportation  of  liquors.  Part  252 
of  this  chapter  contains  the  regulations 
relating  to  exportation,  lading  for  use 
on  vessels  and  aircraft,  and  the  transfer 
to  a  foreign-trade  zone  or  a  manufac¬ 
turing  bonded  warehouse,  class  six,  of 
distilled  spirits  (including  specially  de¬ 
natured  spirits) ,  beer,  and  wine,  whether 
without  payment  of  tax,  free  of  tax,  or 
with  benefit  of  drawback,  and  includes 
requirements  with  respect  to  removal, 
shipment,  lading,  deposit,  evidence  of 
exportation,  losses,  claims,  and  bonds. 

Par.  8.  Paragraph  (a>  of  §  601.302  is 
amended  to  read  as  follows: 

§  601.302  Taxes. 

(a)  Collection.  Taxes  on  distilled 
spirits,  wines,  beer,  and  rectified  products 
are  paid  by  returns.  If  the  person  re¬ 
sponsible  for  pasdng  the  tax  has  filed  a 
proper  bond  with  the  assistant  regional 
commissioner  (alcohol  and  tobacco  tax) , 
he  may  file  semimonthly  returns,  with 
proper  remittances,  to  cover  the  taxes 
incurred  on  distilled  spirits,  wines,  beer 
and  rectified  products  during  such  semi¬ 
monthly  periods.  If  the  taxpayer  is  not 
qualified  to  defer  taxpa}unent.  or  has 
been  placed  on  a  prepayment  basis  by 
the  assistant  regional  commissioner,  he 
must  replay  the  tax  on  the  distilled 
spirits,  wines,  beer  or  rectified  products. 
Distilled  spirits  and  rectification  tax  re¬ 
turns  are  filed  with  an  officer  designated 
by  the  assistant  regional  commissioner 
(alcohol  and  tobacco  tax),  or  with  the 
district  director  of  internal  revenue  when 
so  directed  by  the  assistant  regional 
commissioner,  except  that  where  a  re¬ 
mittance  is  in  cash  the  return  must  be 
filed  with  the  district  director.  Returns 
of  tax  on  beer  and  wine  are  filed  with  the 
district  director  in  all  cases.  The  forms 
for  filing  these  tax  returns  are  furnished 
to  industry  members  by  the  assistant 
regional  commissioner  (alcohol  and  to¬ 
bacco  tax).  Special  tax  stamps  are  is¬ 
sued  to  denote  the  payment  of  special 
(occupational)  taxes  by  liquor  dealers, 
brewers,  rectifiers,  still  manufacturers, 
and  manufacturers  of  nonbeverage  prod¬ 
ucts;  such  stamps  are  required  to  be 
post^  in  the  taxpayer’s  place  of  business 
as  evidence  of  taxpajmient.  Special  tax 
stamps  are  also  issued  to  denote  payment 
of  the  commodity  tax  on  stills  and  con¬ 
densers,  and  are  required  to  be  cancelled 
and  secured  to  the  article  or  furnished  to 
the  user  of  the  apparatus  for  retention 
at  the  premises  where  such  apparatus 
is  set  up,  available  for  inspection  by  in¬ 
ternal  revenue  officers.  Detailed  infor¬ 
mation  respecting  the  payment  of  tax  on 
liquors  and  the  payment  of  occupational 
and  commodity  taxes,  including  the 
forms  to  be  used  and  the  procedure  to 
be  followed,  is  contained  in  the  respec¬ 
tive  regulations  described  in  §  601.301  (c) . 


Par.  9.  Section  601.303  is  amended  to 
read  as  follows: 

§  601.303  Claims. 

(a)  Claims  for  remission.  When  dis¬ 
tilled  spirits  (including  distilling  mate¬ 
rial  and  denatured  spirits)  or  beer  on 
which  the  tax  has  not  been  paid  or  deter¬ 
mined  is  lost,  and  the  person  liable  for 
payment  of  the  tax  thereon  desires  to  be 
relieved  from  such  liability,  he  may  file 
claim  on  Form  2635  for  remission  of  tax 
on  the  quantity  that  was  lost.  'The  as¬ 
sistant  regional  commissioner  may,  in 
any  event,  require  such  a  claim  to  be 
filed,  and  will  require  it  if  circumstances 
indicate  that  the  loss  was  caused  by  theft 
or,  in  the  case  of  distilled  spirits  (includ¬ 
ing  distilling  material) ,  unauthorized 
voluntary  destruction.  On  receipt  of  a 
claim  the  assistant  regional  commis¬ 
sioner  makes  a  factual  determination, 
and  notifies  the  claimant  of  allowance 
or  rejection  of  his  claim.  If  the  claim 
is  rejected,  and  circumstances  so  war¬ 
rant.  the  assistant  regional  commis¬ 
sioner  will  take  appropriate  steps  to 
collect  the  tax. 

(b)  Claims  for  abatement.  When  the 
tax  on  distilled  spirits,  wine,  beer,  or  fire¬ 
arms,  or  the  rectification  tax  is  assessed 
and  the  taxpayer  thinks  that  the  tax  is 
not  due  under  the  law,  he  may  file  a 
claim  for  abatement  of  the  tax  on  Form 
843  with  the  district  director  of  internal 
revenue  or,  where  required  by  regula¬ 
tions.  with  the  assistant  regional  com¬ 
missioner  (alcohol  and  tobacco  tax). 
Forms  843  may  be  procured  from  the  dis¬ 
trict  director  or  the  assistant  regional 
commissioner.  Ihe  district  director  for¬ 
wards  the  claim  to  the  assistant  regional 
commissioner  (alcohol  and  tobacco  tax) 
for  consideration,  and  the  district  direc¬ 
tor  may  call  upon  the  taxpayer  to  file  a 
bond  in  double  the  amount  of  the  tax  in 
order  to  insure  collection  of  the  tax  if  the 
claim  is  rejected.  When  the  claim  is 
acted  upon,  both  the  taxpayer  and  the 
district  director  are  notified  of  the 
allowance  or  rejection  of  the  claim.  If 
the  claim  is  rejected,  the  district  director 
will  proceed  to  collect  the  tax. 

(c)  Claims  for  refund — (1)  Taxes  il¬ 
legally,  erroneously,  or  excessively  col¬ 
lected.  A  claim  on  Form  843  for  refund 
of  taxes  illegally,  erroneously,  or  ex¬ 
cessively  collected  may  be  filed  by  a  tax¬ 
payer  with  the  district  director  of 
internal  revenue  to  whom  the  tax  was 
paid.  Such  claim  must  be  filed  within 
three  years  (two  years  under  certain 
circumstances)  after  the  date  of  pay¬ 
ment  of  the  tax.  The  district  director 
forwards  the  claim  to  the  assistant 
regional  commissioner  (alcohol  and  to¬ 
bacco  tax)  for  consideration.  If  the 
claim  is  rejected,  the  taxpayer  is  notified 
of  the  rejection  by  registered  or  certified 
mail,  and  he  may  then  bring  suit  in  the 
Unit^  States  District  Court  or  the  Court 
of  Claims  for  recovery  of  the  tax.  Such 
suits  must  be  filed  generally  within  two 
years  from  the  date  of  mailing  of  the 
rejection  notice.  If  the  claim  is  allowed, 
an  appropriate  notice  of  allowance  with 
a  check  for  the  amount  of  the  refund  and 
allowable  Interest  is  forwarded  io  the 
taxpayer;  however,  if  there  are  other 
unpaid  taxes  outstanding  against  the 
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taxpayer,  the  overpayment  may  be  ap¬ 
plied  to  the  outstanding  taxes  and  the 
balance.  If  any.  refunded. 

(2)  Taxes  on  liquors  lost,  destroyed, 
returned  to  bond,  or  taken  as  samples  by 
the  United  States.  A  taxpayer  may,  sub¬ 
ject  to  the  conditions  in  the  appropriate 
regulations,  file  claim  on  Form  843  with 
the  assistant  regional  commissioner 
(alcohol  and  tobacco  tax)  for  refund  of 
tax  paid  on  (i)  spirits  returned  to 
bonded  premises,  lost  in  rectification  or 
bottling  operations,  lost  by  accident  or 
disaster,  or  taken  as  samples  by  the 
United  States,  or  (ii)  wine  returned  to 
bond  a  unmerchantable,  or  lost  by  dis¬ 
aster,  or  (ill)  beer  withdrawn  from 
market,  or  lost  by  disaster.  If  the  claim 
is  allowed,  a  notice  of  allowance  with  a 
check  for  the  amount  of  the  refimd  is 
forwarded  to  the  claimant;  except,  that 
where  there  are  any  unpaid  taxes  out¬ 
standing  against  the  claimant,  the  re¬ 
fund  may  be  applied  to  the  outstanding 
taxes  and  a  check  for  the  balance,  if 
any,  forwarded  to  the  claimant.  If  the 
claim  is  rejected,  a  notice  giving  the 
reasons  for  rejection  is  forwarded  to  the 
claimant. 

(d)  Claims  lor  allowance,  credit,  or 
relief.  A  qualified  permittee,  manufac¬ 
turer,  or  proprietor  may,  subject  to  the 
conditions  in  the  appropriate  regula¬ 
tions.  file  claim  on  Form  2635  with  the 
assistant  regional  commissioner  (alcohol 
and  tobacco  tax)  for  allowance  of  loss, 
credit  of  tax,  or  relief  from  tax  liability, 
as  applicable,  on  (1)  spirits  returned  to 
bond^  premises,  lost  or  destroyed  on 
bonded  premises  or  in  transit  thereto,  or 
lost  in  rectificatioh  or  bottling  opera¬ 
tions;  (2)  wine  lost  or  destroyed  on 
bonded  premises  or  in  transit  thereto, 
and  unmerchantable  domestic  wine  re¬ 
turned  to  bond;  (3)  beer  withdrawn  from 
the  market,  lost  (other  than  by  theft), 
or  destroyed  by  fire,  casualty,  or  act  of 
God;  (4)  denatured  spirits  lost  or  de¬ 
stroyed  in  bond,  or  lost  on  the  premises 
of  a  qualified  dealer  or  user  or  in  transit 
to  such  premises;  and  (5)  tax-free  spir¬ 
its  lost  on  the  premises  of  a  qualified 
user  or  in  transit  to  such  premises. 

(e)  Claims  for  payment — disaster 
losses.  When  ^stilled  spirits,  wines, 
rectified  products,  or  beer  held  or  in¬ 
tended  for  sale  is  lost,  rendered  unmar¬ 
ketable,  or  condemned  as  a  result  of  a 
“major  disaster”,  the  person  holding 
such  product  for  sale  at  that  time  may, 
subject  to  the  condtions  in  the  appropri¬ 
ate  regulations,  file  claim  on  Form  843 
with  the  assistant  regional  commissioner 
(alcohol  and  tobacco  tax)  of  the  region 
in  which  the  product  was  lost,  rendered 
unmarketable,  or  condemned  for  pay¬ 
ment  of  an  amount  equal  to  the  internal 
revenue  taxes  paid  or  determined  and 
any  customs  duties  paid  thereon. 
Claims  must  be  filed  within  6  months 
from  the  date  on  which  the  President 
makes  the  determination  that  the  dis¬ 
aster  has  occurred. 

Par.  10.  Section  601.304  is  amended 
to  read  as  follows: 

§  601.304  Preparation  and  filing  of 
fdaima. 

(a)  Distilled  spirits  at  distilled  spirits 
plants.  Procedural  instructions  in  re- 
*  pect  of  claims  for  remission,  abatement. 


credit,  or  refund  of  tax  on  spirits  (in¬ 
cluding  denatured  spirits)  lost  or  de¬ 
stroyed  on  or  lost  in  transit  to,  or  on 
spirits  returned  to,  the  premises  of  a 
distilled  spirits  plant  are  contained  in 
Part  201  of  this  chapter.  It  is  not  neces¬ 
sary  to  file  a  claim  for  credit  of  tax  on 
taxpaid  samples  taken  by  internal  reve¬ 
nue  officers  from  distilled  spirits  plants, 
as  the  assistant  regional  commissioner 
will  allow  credit,  without  claim,  for  tax 
on  such  samples. 

(b)  Specially  denatured  spirits.  Pro¬ 
cedural  instructions  in  respect  of  claims 
for  allowance  of  loss  on  specially  dena¬ 
tured  spirits  lost  on  the  premises  of  a 
bonded  dealer  or  user,  or  while  in  transit 
to  such  premises,  are  contained  in  Part 
211  of  this  chapter. 

(c)  Tax-free  alcohol.  Procedural  in¬ 
structions  in  respect  of  claims  for  allow¬ 
ance  of  loss  on  tax-free  alcohol  lost  on 
the  premises  of  a  qualified  user,  or  while 
in  transit  to  such  premises,  are  contained 
in  Part  213  of  this  chapter. 

(d)  Wine  spirits  and  wine  at  bonded 
wine  cellar.  Procedural  instructions  in 
respect  of  claims  for  (1)  remission  of  tax 
on  wine  spirits  lost  on  the  premises  of 
a  bonded  wine  cellar  or  in  transit  thereto, 
(2)  allowance  of  losses  of  wine  in  bond, 
and  (3)  credit  or  refund  of  tax  paid  on 
unmerchantable  domestic  wine  returned 
to  bond  are  contained  in  Part  240  of  this 
chapter. 

(e)  Beer.  Procedural  instructions  in 
respect  of  claims  for  refund  or  credit  of 
tax  which  has  been  paid  (or  allowance, 
credit,  or  relief  of  tax  liability  if  the  tax 
has  not  been  paid)  on  domestic  beer 
removed  from  the  market  or  lost  or  de¬ 
stroyed  by  fire,  casualty,  or  act  of  God 
are  contained  in  Part  245  of  this  chapter. 

(f )  Distilled  spirits,  wines,  or  beer  for 
export.  Procedural  instructions  in 
respect  of  claims  for  (1)  drawback  of  in¬ 
ternal  revenue  tax  on  distilled  spirits  or 
wines,  for  export,  use  as  supplies  on  cer¬ 
tain  vessels  or  aircraft,  deposit  in  a  for* 
eign-trade  zone  or  customs  manufactiu:- 
ing  bonded  warehouse  and  on  beer 
removed  for  export,  use  as  supplies  on 
certain  vessels  and  aircraft,  or  transfer 
to  a  foreign-trade  zone,  and  (2)  remis¬ 
sion  of  tax  on  distilled  spirits,  specially 
denatured  spirits,  wines,  or  beer,  with¬ 
drawn  without  pasunent  of  tax  and  lost 
during  transportation  to  the  port  of  ex¬ 
port.  manufacturing  bonded  warehouse, 
vessel  or  aircraft,  or  foreign-trade  zone, 
are  contained  in  Part  252  of  this  chapter. 

(g)  Miscellaneous.  Procedural  in¬ 
structions  are  contained  in  Part  170  of 
this  chapter  in  respect  of  claims  for — 

(1)  Redemption  of  (i)  unused  stamps 
denoting  pa3mient  of  tax  on  beer  and 
wines,  and  (ii)  unused  strip  stamps  pro¬ 
cured  for  bottled  spirits  under  the  pro¬ 
visions  of  sections  2803(b)  and  2903(d) 
of  the  Internal  Revenue  Code  of  1939, 

(2)  Refund  of  tax  and  duty  paid  on 
distilled  spirits  and  wines  lost  as  a  result 
of  the  hurricanes  of  1954, , 

(3)  Credit  or  refund  of  tax  assessed 
or  collected  erroneously,  illegally,  with¬ 
out  authority,  or  in  any  manner  wrong¬ 
fully,  or  in  an  excessive  amount,  on  dis- 
tillM  spirits,  wines,  and  beer, 

'  (4)  Pa3unent  of  an  amount  equal  to 
the  internal  revenue  tax  paid  on  beer 


lost  by  reason  of  the  floods  of  1951  or 
hurricanes  of  1954, 

(5)  Pasrment  of  an  amount  equal  to 
the  internal  revenue  tax  paid  or  de¬ 
termined  and  customs  duties  paid  on 
distilled  spirits,  wines,  rectified  products, 
and  beer  previously  withdrawn,  which 
were  lost,  rendered  immarketable,  or 
condemned  by  a  duly  authorized  official 
by  reason  of  a  major  disaster  occurring 
in  the  United  States  after  December  31, 
1954,  and 

(6)  Redemption  of  unusued  distilled 
spirits  excise  tax  stamps  or  unused  recti¬ 
fication  tax  sheet  stamps. 

(h)  Special  taxes.  Procedural  in¬ 
structions  in  respect  of  claims  for  abate¬ 
ment  of  assessments  or  refund  of  over¬ 
payments  of  liquor  dealers  occupational 
taxes  and  penalties  are  contained  in  Part 
194  of  this  chapter.  When  claim  is  filed 
for  refund  of  an  occupational  tax  for 
which  a  stamp  was  issued,  the  stamp  (or 
a  Certificate  in  Lieu  of  Lost  or  Destroyed 
Special  Tax  Stamp,  accompanied  by  af¬ 
fidavits  attesting  to  loss  or  destruction 
of  the  stamp)  must  be  surrendered  with 
the  claim.  Such  claims  must  be  sub¬ 
mitted  within  three  years  from  the  date 
of  payment  of  the  tax. 

(i)  Low  wines  at  vinegar  plants. 
Procedural  Instructions  in  respect  of 
claims  for  remission  of  tax  on  low  wines 
(distilled  spirits)  lost  at  vinegar  plants 
producing  vinegar  by  the  vaporizing 
process  are  contained  in  Part  195  of  this 
chapter. 

(j)  Stills  and  condensers.  Procedur¬ 
al  instructions  in  respect  of  claims  for 
drawback  of  the  internal  revenue  tax 
paid  on  stills  and  condensers  which  have 
been  exported  or  deposited  In  a  foreign- 
trade  zone  for  exportation,  destruction, 
or  storage  therein  pending  exportation, 
are  contained  in  Part  196  of  this  chapter. 

(k)  Distilled  spirits  used  in  nonbever¬ 
age  products.  Procedural  Instructions  in 
respect  of  claims  for  drawback  of  tax  on 
distilled  spirits  used  In  the  manufacture 
of  medicines,  medicinal  preparations, 
food  products,  flavors,  or  flavoring  ex¬ 
tracts  which  are  unfit  for  beverage  pur¬ 
poses.  are  contained  in  Part  197  of  this 
chapter. 

Par.  11.  Paragraph  (a)  of  S  601.305 
is  amended  to  read  as  follows: 

§  601.305  Offers  in  compromise. 

(a)  Liability  under  Internal  Revenue 
Code.  Persons  desiring  to  submit  offers 
in  compromise  in  order  to  avoid  forfei¬ 
ture  or  prosecution  proceedings,  and 
taxpayers  who  disclaim  liability  for  the 
amount  of  taxes  assessed,  or  claim  in¬ 
ability  to  pay  the  taxes  in  full,  may  sub¬ 
mit  offers  in  compromise  to  the  district 
'  director  of  intern^  revenue  or  to  an  in¬ 
ternal  revenue  officer.  The  Director,  Al¬ 
cohol  and  Tobacco  Tax  Division,  has  the 
authority  to  accept  or  reject  offers  in 
compromise  of  liability  to  forfeiture  of 
personal  property  seized  in  connection 
with  liquor,  firearms,  tobacco,  and 
wagering  tax  violations,  and  each  assist¬ 
ant  regional  commissioner  (alcohol  and 
tobacco  tax)  has  the  authority  to  accept 
or  reject  offers  in  compromise  of  (1)  tax 
liabilities  arising  from  (i)  the  illegal  pro¬ 
duction  of  untaxpald  distilled  spirits, 
wines  or  beer,  and  (ii)  the  failure  to  file 
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returns  of,  or  to  pay,  occupational  taxes 
with  respect  to  distilled  spirits,  wines, 
beer,  or  firearms,  and  (ill)  the  failure 
to  pay  firearms  “making”  or  transfer 
taxes,  and  (2)  criminal  liabilities  of  re¬ 
tail  dealers  in  liquor  arising  from  viola¬ 
tions  of  the  internal  revenue  laws  re¬ 
lating  to  liquor.  Including  the  reuse  or 
refilling  of  liquor  bottles.  The  Commis¬ 
sioner  accepts  or  rejects  all  other  offers 
in  compromise  except  those  in  compro¬ 
mise  of  violations  under  paragraph  (b) 
of  this  section.  (For  offers  in  compro¬ 
mise  generally,  see  §  601.203.)  Form  656 
(Rev.  7-57)  is  used  in  all  cases  regardless 
of  whether  the  amount  of  the  offer  is 
tendered  in  full  at  the  time  the  offer  is 
filed  or  the  amount  of  the  offer  is  to  be 
paid  by  deferred  pasmient  or  payments. 
Offers  received  by  the  district  director 
are  forwarded  to  the  assistant  regional 
commissioner  (alcohol  and  tobacco  tax) 
for  consideration  and  appropriate  ac¬ 
tion.  When  the  offer  is  acted  upon,  the 
district  director  and  the  proponent  are 
notified  of  the  acceptance  or  rejection 
of  the  offer.  If  the  offer  is  rejected,  the 
sum  submitted  with  the  offer  is  returned 
to  the  proponent,  and  forfeiture,  prose¬ 
cution,  or  collection  proceedings  are  re¬ 
sumed.  If  the  offer  is  accepted,  the  tax¬ 
payer  is  notified  and  the  case  is  closed. 
Acceptance  of  an  offer  in  cemipromise 
of  civil  liabilities  does  not  remit  crimi¬ 
nal  liabilities,  nor  does  acceptance  of  an 
offer  in  compromise  of  criminal  liabili¬ 
ties  remit  civil  liabilities. 

Par.  12.  Section  601.306  is  amended 
to  read  as  follows: 

§  601.306  Application  for  approval  of 
interlocking  directors  and  officers 
under  section  8  of  the  Federal  Alco¬ 
hol  Administration  Act. 

Any  person  who  is  an  officer  or  direc¬ 
tor  of  a  corporation  now  engaged  in  busi¬ 
ness  as  a  Stiller,  rectifier  or  blender  of 
distilled  spirits,  or  of  an  affiliate  thereof, 
who  desires  to  take  office  in  other  com¬ 
panies  similarly  engaged,  must  obtain 
permission  to  do  so  from  the  Director  of 
the  Alcohol  and  Toba(x:o  Tax  Division. 
Applications  for  such  permission  to  take 
office  shall  be  prepared  and  filed  in  ac¬ 
cordance  with  instructions  available 
from  the  assistant  regional  commissioner 
(alcohol  and  tobacco  tax)  or  from  the 
Director  of  the  Alcohol  and  Tobacco  Tax 
Division,  Internal  Revenue  Service, 
Washington  25,  D.C. 

Par.  13.  The  subheading  preceding 
§  601.311  is  amended  to  read  as  follows: 

Tobacco  Products  (M.<vnufactured  To¬ 
bacco,  Cigars,  and  CTigarettes)  ,  To¬ 
bacco  Materials,  and  Cigarette  Papers 

AND  Tubes 

Par.  14.  Section  601.311  is  amended  to 
read  as  follows: 

§  601.311  Imposition  of  taxes;  regula¬ 
tions. 

(a)  Taxes.  Subchapter  A  of  chapter 
52  of  the  Internal  Revenue  Code  of  1954, 
as  amended,  imposes  taxes  on  manufac¬ 
tured  tobacco,  cigars,  cigarettes,  and 
cigarette  papers  and  tubes  manufactured 
in  or  imported  into  the  United  States. 

(b)  Regulations.  The  procedural  re¬ 
quirements  with  respect  to  matters 


relating  to  tobacco  are  contained  in  the 
regulations  listed  below: 

(1)  Part  200  of  this  chapter  relates 
to  the  procedure  and  practice  in  con¬ 
nection  with  the  disapproval  of  applica¬ 
tions  for  permits,  and  the  suspension 
and  revoijation  of  permits,  under  chapter 
52  of  the  Code. 

(2)  Part  253  of  this  chapter  relates 
to  the  removal,  under  bond,  of  tobacco 
products  (manufactured  tobacco,  cigars, 
and  cigarettes)  and  cigarette  papers  and 
tubes,  without  pasrment  of  tax,  from 
domestic  factories  and  export  ware¬ 
houses  for  delivery  to  foreign-trade 
zones. 

(3)  Part  270  of  this  chapter  relates 
to  the  taxes  on  cigars  and  cigarettes  and 
to  the  operations  of  manufacturers  and 
importers  of,  and  dealers  in,  such 
products. 

(4)  Part  275  of  this  chapter  relates 
to  the  taxes  on  manufactured  tobacco 
and  to  the  operations  of  manufacturers 
and  importers  of,  and  dealers  in,  such 
products. 

(5)  Part  280  of  this  chapter  relates 
to  the  operations  of  dealers  in  tobacco 
materials  and  to  the  purchase  and  sale 
of  such  materials. 

(6)  Part  285  of  this  chapter  relates 
to  the  taxes  on  cigarette  papers  and 
tubes  and  to  the  operations  of  manu¬ 
facturers  and  importers  of  such  articles. 

(7)  Part  290  of  this  chapter  relates 
to  the  exportation  (including  supplies 
for  vessels  and  aircraft)  of  tobacco 
materials,  tobacco  products  (manufac¬ 
tured  tobacco,  cigars,  and  cigarettes), 
and  cigarette  papers  and  tubes,  without 
payment  of  tax,  or  with  benefit  of  draw¬ 
back  of  tax,  and  to  the  operations  of 
export  warehouse  proprietors. 

(8)  Part  295  of  this  chapter  relates 
to  the  removal  of  tobacco  products 
(manufactured  tobacco,  cigars,  and 
cigarettes)  and  cigarette  papers '  and 
tubes,  without  payment  of  tax,  for  use 
of  the  United  States. 

(9)  Part  296  of  this  chapter  relates 
to  the  provisions  of  a  miscellaneous  na¬ 
ture  or  not  of  continuing  application. 
Included  are  regulations  relating  to  the 
limitations  imposed  by  section  6423  of 
the  Ctode  on  the  refund  or  credit  of  tax 
paid  or  collected  on  tobacco  materials, 
tobacco  products,  and  cigarette  papers 
and  tubes;  to  losses  of  tobacco  products 
and  cigarette  papers  and  tubes  caused 
by  disasters;  and  to  temporary  rules  and 
procedures  for  taxpayment  of  tobacco 
products  by  return. 

Par.  15.  Section  601.312  is  amended 
to  read  as  follows: 

§  601.312  Qualification  and  bonding  re¬ 
quirements. 

(a)  Manufacturers  of  tobacco  prod¬ 
ucts  and  proprietors  of  export  ware¬ 
houses.  Every  person,  before  commenc- 
)ing  business  as  a  manufacturer  of 
tobacco  products  or  as  a  proprietor  of 
an  •  export  warehouse,  is  required  to 
qualify  with  the  Internal  Revenue  Serv¬ 
ice  by  making  application  for  permit  and 
filing  bond  and  other  required  docu¬ 
ments  with,  and  obtaining  a  permit  from, 
the  assistant  regional  commissioner 
(alcohol  and  tobacco  tax)  for  the  region 
in  which  operations  are  to  be  conducted. 


(b)  Manufacturers  of  cigarette  papers 
and  tubes  and  dealers  in  tobacco  mate¬ 
rials.  Every  person,  before  commencing 
business  as  a  manufacturer  of  cigarette 
papers  and  tubes  or  as  a  dealer  in 
tobacco  materials,  is  required  to  qualify 
with  the  Internal  Revenue  Service  by 
filing  bond  and  other  required  documents 
with  the  assistant  regional  commissioner 
(alcohol  and  tobacco  tax)  for  the  region 
in  which  operations  are  to  be  conducted. 

(c)  Proprietors  of  customs  ware¬ 
houses.  Every  proprietor  of  a  customs 
bonded  manufacturing  warehouse.  Class 
6,  who  desires  to  remove  cigars  from  his 
warehouse  for  domestic  consumption  is 
required  to  file  a  bond  with  the  assistant 
regional  commissioner  (alcohol  and 
tobacco  tax)  for  the  region  in  which  the 
customs  warehouse  is  located  and  other¬ 
wise  comply  with  the  provisions  of  chap¬ 
ter  52  of  the  Code  and  regulations  there¬ 
under.  A  proprietor  of  such  a  warehouse 
who  desires  to  remove  tax-exempt  cigars, 
for  exportation  (including  supplies  for 
vessels  and  aircraft)  or  for  delivery  for 
subsequent  exportation,  is  also  required 
to  file  a  bond.  However,  an  export  bond 
is  not  required  when  a  customs  ware¬ 
house  proprietor  has  in  effect  a  bond  to 
cover  removals  for  domestic  consumption. 

(d)  Drawback  of  tax.  Taxpaid  to¬ 
bacco  products  and  cigarette  papers  and 
tubes  may  be  exported  with  benefit  of 
drawback  of  tax.  Drawback  may  be  al¬ 
lowed  only  to  the  person  who  paid  the 
tax  on  such  articles  and  who  files  claim 
and  otherwise  complies  witli  the  provi¬ 
sions  contained  in  the  applicable  regula¬ 
tions  referred  to  in  §  601.311.  As  a  con¬ 
dition  precedent  to  the  allowance  of  any 
drawback  claim,  the  claimant  is  required 
to  file  a  bond  in  an  amount  not  less  than 
the  amount  of  tax  covered  in  the  claim. 

(e)  General.  Detailed  information 
relating  to  the  qualification  and  bonding 
requirements,  including  the  forms  to  be 
us^  and  the  procedure  to  be  followed, 
is  fully  set  forth  in  the  regulations  re¬ 
ferred  to  in  §  601.311. 

.Par.  16.  Section  601.313  is  amended 
to  read  as  follows: 

§  601.313  Collection  of  taxes. 

(a)  Tobacco  products.  Taxes  on  to¬ 
bacco  products  are  paid  by  the  manu¬ 
facturer  on  the  basis  of  a  return.  If  the 
manufacturer  has  filed  a  proper  bond, 
he  may  defer  payment  at  the  time  of 
removal  and  file  semimonthly  returns 
to  cover  the  taxes.  If  the  manufacturer 
has  not  filed  such  a  bond  or  if  he  has 
defaulted  in  any  way  in  paying  his  taxes, 
he  is  required  to  file  a  prepayment  re¬ 
turn  prior  to  removal  of  such  products, 
and  to  continue  so  doing  imtil  the  as¬ 
sistant  regional  commissioner  (alcohol 
and  tobacco  tax)  finds  that  the  revenue 
will  not  be  jeopardized  by  deferred  pay¬ 
ment.  Taxes  on  cigars  manufactured  in 
a  customs  bonded  manufacturing  ware¬ 
house,  Class  6,  are  paid  by  the  proprietor 
on  the  basis  of  a  return  filed  for  each 
day  on  which  cigars  are  removed  from 
such  warehouse.  Taxes  on  Imported 
tobacco  products  are  paid  by  the  im¬ 
porter  on  the  basis  of  a  return  filed  for, 
and  prior  to,  each  removal  from  customs 
custody.  Tax  returns,  with  remittances, 
are  filed  with  the  appropriate  district 
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director  of  internal  revenue.  Internal 
revenue  taxes  on  noncommercial  im¬ 
portations  of  tobacco  products  in  pas¬ 
sengers’  baggage  in  excess  of  the 
quantity  exempted  from  tax  by  law  and 
customs  regulations,  or  by  mail  where 
the  value  does  not  exceed  $250,  are  paid 
by  the  importer  on  the  basis  of  a  return 
hied  with  the  collector  of  customs  in 
accordance  with  customs  requirements. 

(b)  Cigarette  pavers  and  tubes. 
Taxes  on  cigarette  papers  and  tubes  are 
paid  by  the  manufacturer  on  the  basis 
of  a  monthly  return.  Taxes  on  im¬ 
ported  clfearette  papers  and  tubes  are 
paid  by  the  importer  on  the  basis  of  a 
return  filed  for,  and  prior  to,  each  re¬ 
moval  from  customs  custody.  Tax  re¬ 
turns,  with  remittances,  are  filed  with 
the  appropriate  district  director  of  in¬ 
ternal  revenue. 

(c)  General.  Detailed  information 
about  the  payment  of  taxes  on  tobacco 
products  and  cigarette  papers  and  tubes, 
including  the  forms  to  be  used,  records 
to  be  kept,  and  reports  and  inventories 
to  be  filed,  is  contained  in  the  respective 
regulations  referred  to  in  §  601.311. 

Par.  17.  Section  601.314  is  amended 
to  read  as  follows: 

§  601.314  Assessments. 

When  additional  or  delinquent  tax  li¬ 
ability  on  tobacco  materials,  tobacco 
products,  and  cigarette  papers  and  tubes 
is  disclosed  by  an  investigation  or  by  an 
examination  of  the  taxpayer’s  records,  a 
notice  (except  where  delay  may  jeopard¬ 
ize  collection  of  the  tax,  or  where  the 
amount  is  nominal  or  the  result  of  an 
evident  mathematical  error)  is  for¬ 
warded  to  the  taxpayer  advising  him  of 
the  basis  for,  and  amount  of,  the 
liability  and  affording  him  an  op¬ 
portunity  to  show  cause,  in  writing, 
against  assessment. 

Par.  18.  Section  601.315  is  amended 
to  read  as  follows: 

§  601.315  Oaims. 

(a)  Abatement  of  assessment.  Abate¬ 
ment  of  the  unpaid  portion  of  an  assess¬ 
ment  of  any  tax  on  tobacco  materials, 
tobacco  products,  and  cigarette  papers 
and  tubes,  or  any  liability  in  respect 
thereof,  may  be  allowed  to  the  extent 
that  such  assessment  is  excessive  in 
amount,  is  assessed  after  expiration  of 
the  applicable  period  of  limitation,  or  is 
erroneously  or  illegally  assessed.  The 
taxpayer  against  whom  such  assessment 
has  been  made  may  file  a  claim  for 
abatement  of  the  tax  on  Form  843  with 
the  assistant  regional  commissioner  (al¬ 
cohol  and  tobacco  tax)  for  the  region 
in  which  the  tax  or  liability  was  assessed. 

(b)  Allowance  of  tax.  Relief  from  the 
payment  of  tax  on  tobacco  products  and 
cigarette  papers  and  tubes  may  be  ex¬ 
tended  to  a  manufacturer  by  allowance 
of  the  tax,  where  such  articles,  after  re¬ 
moval  from  the  factory  upon  determina¬ 
tion  of  tax  and  prior  to  the  time  for 
payment  of  such  tax,  are  lost  (otherwise 
than  by  theft)  or  destroyed,  by  fire, 
casualty,  or  act  of  God,  while  in  the  pos¬ 
session  or  ownership  of  the  manufacturer 
who  removed  such  articles,  or  are  with¬ 
drawn  by  him  from  the  market  A  claim 


for  allowance  is  filed  with  the  assistant 
regional  commissioner  (alcohol  and  to¬ 
bacco  tax)  for  the  region  in  which  the 
tobacco  products  and  cigarette  papers 
and  tubes  were  removed  from  the  fac-* 
tory.  A  manufacturer  may  not  antici¬ 
pate  allowance  of  his  claim  by  making 
an  adjusting  entry  in  a  tax  return,  pend¬ 
ing  consideration  and  action  on  the  claim 
by  the  assistant  regional  commissioner. 

(c)  Remission  of  tax  liability.  Remis¬ 
sion  of  tax  liability  on  tobacco  products 
and  cigarette  papers  and  tubes  may  be 
extended  to  a  manufacturer  or  export 
warehouse  proprietor  liable  for  the  tax. 
where  such  articles,  before  removal,  or 
after  removal  for  tax-exempt  purposes 
(including  transfers  in  bond),  are  lost 
(otherwise  than  by  theft)  or  destroyed, 
by  fire,  casualty,  or  act  of  God,  while  in 
the  possession  or  ownership  of  the  manu¬ 
facturer  or  export  warehouse  proprietor. 
A  claim  for  remission  of  such  tax  liabil¬ 
ity  is  filed  with  the  assistant  regional 
commissioner  (alcohol  and  tobacco  tax) 
for  the  region  in  which  the  factory  or 
warehouse  is  located. 

(d)  Refund  of  tax.  Taxes  paid  be  re¬ 
turn,  or  otherwise,  on  tobacco  products 
and  cigarette  papers  and  tubes  lost  (oth¬ 
erwise  than  by  theft)  or  destroyed,  by 
fire,  casualty,  or  act  of  God,  while  in  the 
possession  or  ownership  of  the  manufac¬ 
turer,  importer,  or  export  warehouse  pro¬ 
prietor,  or  withdrawn  by  him  from  the 
market,  may  be  refunded.  A  claim  for 
refund  of  tax  is  filed  on  Form  843  with 
the  assistant  regional  commissioner  (al¬ 
cohol  and  tobacco  tax)  for  the  region 
in  which  the  tax  was  paid.  If  tax  was 
paid  in  more  than  one  r^ion,  a  claim 
may  be  filed  with  the  assistant  regional 
conunissioner  for  any  one  of  the  regions 
in  which  tax  was  paid. 

(e)  Losses  caused  by  disaster.  Pay¬ 
ment  of  an  amount  equal  to  the  amount 
of  internal  revenue  taxes  paid  or  deter¬ 
mined  and  customs  duties  paid  on  to¬ 
bacco  products  and  cigarette  papers  and 
tubes  removed  from  the  factory  or  re¬ 
leased  from  customs  custody,  which  were 
lost,  rendered  immarketable,  or  con¬ 
demned  by  a  duly  authorized  official  by 
reason  of  a  “major  disaster’’  as  deter¬ 
mined  by  the  President  of  the  United 
States,  may  be  made  only  if,  at  the  time 
of  the  disaster,  such  articles  were  being 
held  for  sale  by  the  claimant.  A  claim 
for  pasmient  of  the  internal  revenue 
taxes  for  such  losses  is  filed  on  Form 
843  with  the  assistant  regional  commis¬ 
sioner  (alcohol  and  tobacco  tax)  for  the 
internal  revenue  region  in  which  the 
articles  were  lost,  rendered  unmarket¬ 
able,  or  condemned.  A  separate  claim 
in  respect  of  customs  duties  is  also  filed 
on  Form  843  with  the  same  assistant  re¬ 
gional  commissioner. 

(f )  Drawback  of  tax.  Drawback  may 
be  allowed  only  to  the  person  who  paid 
the  tax  on  tobacco  products  and  ciga¬ 
rette  papers  and  tubes  which  are  shipped 
to  a  foreign  country,  Puerto  Rico,  and 
the  Virgin  Islands,  or  a  po^ession  of  the 
United  States.  A  claim  for  drawback  of 
tax  is  filed  on  Form  2147  with  the  assist¬ 
ant  regional  commissioner  (alcohol  and 
tobacco  tax)  for  the  region  in  which  such 
articles  covered  by  the  claim  are  held  by 
the  claimant. 


(g)  Redemption  of  stamps.  Tobacco 
products  tax  stamps  which  have  been 
spoiled,  destroyed,  or  rendered  useless  or 
unfit  for  the  purpose  intended,  or  for 
which  the  owner  of  such  stamps  has  no 
use,  may  be  redeemed.  A  claim  for  re¬ 
demption  of  such  stamps  is  filed  on  Form 
843  with  the  assistant  regional  commis¬ 
sioner  (alcohol  and  tobacco  tax)  for  the 
region  in  which  the  stamps  were  pur¬ 
chased. 

(h)  General.  Detailed  information  as 
to  the  requirements  necessary  to  be  com¬ 
plied  with  and  the  procedure  to  be  fol¬ 
lowed  in  the  filing  of  a  claim,  the  forms 
to  be  used,  the  time  within  which  a 
claim  may  be  filed,  and  the  supporting 
documents  which  must  be  submitted 
with  a  claim,  is  contained  in  the  appli¬ 
cable  regulations  referred  to  in  §  601.311. 

Par.  19.  Section  301.316  is  amended  to 
read  as  follows: 

§  601.316  Offers  in  compromise. 

Persons  desiring  to  submit  offers  in 
compromise  of  civil  or  criminal  liabili¬ 
ties  arising  under  chapter  52  of  the  Code 
may  submit  such  offers  in  compromise 
to  the  district  director  of  internal  reve¬ 
nue  or  to  an  internal  revenue  officer. 
Each  assistant  regional  commissioner 
(alcohol  and  tobacco  tax)  has  the  au¬ 
thority  to  accept  or  reject  such  offers  in 
compromise,  except  that  the  Director. 
Alcohol  and  Tobacco  Tax  Division,  has 
the  authority  to  accept  or  reject  offers  in 
compromise  of  liability  to  administrative 
forfeiture  of  personal  property  seized  in 
connection  with  tobacco  violations.  (For 
offers  in  compromise  generally,  see 
§  601.203.) 

Par.  20.  Section  601.317  is  amended 
to  read  as  follows: 

§  601.317  Rulings. 

Any  person  who  is  in  doubt  about  any 
matter  arising  in  connection  with  his 
operations  and  transactions  in  the 
tobacco  tax  area  may  request  a  ruling 
thereon  by  addressing  a  letter  to  the 
Director,  Alcohol  and  Tobacco  Tax  Divi¬ 
sion,  Internal  Revenue  Service,  Wash¬ 
ington  25,  D.C.,  or  to  the  assistant 
regional  commissioner  (alcohol  and 
tobacco  tax)  for  the  region  in  which  his 
business  is  located. 

Par.  21.  Section  601.318  is  amended 
to  read  as  follows: 

§  601.318  Forms. 

Detailed  Information  as  to  all  forms 
prescribed  for  use  in  connection  with 
tobacco  taxes  is  contained  in  the  regu¬ 
lations  referred  to  in  §  601.311(b). 
Copies  of  all  necessary  forms,  and  in¬ 
structions  as  to  their  preparation  and 
'filing,  may  be  obtained  from  assistant 
regional  commissioners  (alcohol  and 
tobacco  tax). 

Par.  22.  Paragraph  (c)  of  §  601.324 
is  amended  to  read  as  follows : 

§  601.324  Claims. 

*  *  *  *  • 

(c)  Claims  for  the  abatement  or  re¬ 
fund  of  occupational  taxes  and  penalties 
erroneously  assessed  or  collected,  and 
claims  for  redemption  of  stamps  for  oc¬ 
cupational  taxes  are  prepared  and  filed 
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In  accordance  with  the  procedure  eet 
forth  In  §601J04(h). 

Par.  23.  Paragraph  (d)  of  i  601.401 
is  amended  by  revising  subparagraphs 
(1)  and  (3)  to  read  as  follows: 

§  601.401  Emploj-ment  taxes. 

•  •  *  •  * 

(d)  Special  refunds  of  employee  social 
security  tax.  (1)  In  the  case  of  an  em¬ 
ployee  receiving  wages  from  more  than 
one  employer  during  the  calendar  year, 
amounts  may  be  deducted  and  withheld 
as  employee  social  security  tax  (that  is, 
employee  tax  luider  Uie  Federal  Insur¬ 
ance  Contributions  Act)  with  respect  to 
wages  in  excess  of  $4,800  ($4,200  for  cer¬ 
tain  calendar  years  prior  to  1959). 
Under  certain  conditions,  the  employee 
may  receive  a  so-called  “special  refund” 
of  the  amount  of  employee  social  secu¬ 
rity  tax  deducted  and  withheld  from 
wages  in  excess  of  such  amount.  An  em¬ 
ployee  who  is  entitled  to  a  special  refund 
of  employee  tax  with  respect  to  wages 
received  during  a  calendar  year,  and  who 
is  required  to  file  an  income  tax  return 
for  such  calendar  year  (or  for  his  last 
taxable  year  beginning  in  such  calendar 
year),  may  obtain  the  benefits  of  such 
special  refund  only  by  claiming  credit  for 
such  special  refund  on  such  income  tax 
return  in  the  same  manner  as  if  such 
special  refund  were  an  amount  deducted 
and  withheld  as  income  tax  at  source  on 
wages. 

•  •  •  •  • 

(3)  If  an  employee  entitled  to  a  spe¬ 
cial  refund  of  employee  social  security 
tax  is  not  required  to  file  an  income  tax 
return  for  the  year  in  which  such  special 
refimd  may  be  claimed  as  a  credit,  he 
may  file  a  claim  for  refund  of  the  excess 
social  security  tax  on  Form  843.  Claims 
must  be  filed  with  the  district  director 
of  internal  revenue  for  the  district  in 
which  the  employee  resides. 

Par.  24.  Section  601.402  is  amended 
by  revising  paragraph  (a)  (2)  (i) ,  revis¬ 
ing  paragraph  (c)  (1) ,  and  revisit  sub- 
paragraphs  (1)  and  (2)  of  paragraph 
(d) .  These  amended  provisions  read  as 
follows: 

§  601.402  Sales  taxes  colleeled  by  re¬ 
turn. 

(a)  General.  •  •  • 

(2)  •  •  • 

(i)  Automotive  and  related  items. 

Motor  vehicles. 

Tires,  tubes  and  tread  rubber. 

Petroleum  products. 

•  •  •  •  • 

(c)  Returns,  refunds,  and  credits — 
(1)  Returns.  The  sales  taxes  referred 
to  in  paragraph  (a)  of  this  section  are 
collected  by  means  of  returns.  Any  per¬ 
son  liable  for  tax  is  required  to  file  re¬ 
turns  with  the  district  director  of  inter¬ 
nal  revenue  for  the  district  in  which  the 
principal  place  of  business  of  such  per¬ 
son  is  located.  Subject  to  applicable 
regulations  and  pursuant  to  agreement, 
a  supplier  may  file  returns  and  pay  for 
the  retailer  the  taxes  imposed  on  the 
sale  of  Jewelry  and  related  items,  furs, 
toilet  preparations,  and  luggage,  hand¬ 
bags,  etc.  A  procedure  similar  to  the 
Depositary  Receipt  procedure  with 


respect  to  the  payment  of  coiain  Fed¬ 
eral  employment  taxes,  described  in 
paragraph  (a)  (5)  of  §  601.401,  is  pre¬ 
scribed  with  re^ject  to  the  sales  taxes 
referred  to  in  paragraph  (a)  of  this  sec¬ 
tion.  For  information  relating  to  the  use 
of  depositary  receipts  for  the  payment 
of  such  taxes,  see  the  applicable  regu¬ 
lations  and  the  instructions  on  Form 
720,  Quarterly  Federal  Excise  Tax 
Return. 

•  •  «  •  « 

(d)  Registration  and  bonding  require¬ 
ments.  (1)  Under  temporary  regula¬ 
tions  effective  January  1,  1959,  in 
general,  an  article  may  be  sold  tax-free 
under  chapter  32  of  the  Code  by  the 
manufacturer  for  certain  uses,  provided 
the  seller,  first  purchaser  and  second 
purchaser,  as  the  case  may  be,  have  been 
registered.  In  the  case  of  State  govern¬ 
ments,  registration  is  optional.  Also, 
the  requirements  for  registration  do  not 
apply  to  sales  or  purchases  by  the  United 
States;  to  sales  or  purchases  of  mechani¬ 
cal  pencils,  fountain  pens,  and  ball  point 
pens  for  export;  or  to  a  purchaser  lo¬ 
cated  in  a  foreign  country  or  a  possession 
of  the  United  States  in  the  case  of  the 
sale  of  any  article  for  export.  Any  per¬ 
son  who  has  been  issued  a  certificate  of 
registry  prior  to  January  1,  1959,  which 
has  not  been  revoked,  is  registered  for 
purposes  of  the  temporary  regulations. 
Any  other  person  entitled  to  sell  or  pur¬ 
chase  articles  tax  free  under  such  regu¬ 
lations  who  has  not  previously  regis¬ 
tered,  may  register  by  completing  Form 
637  setting  forth  the  prescribed  informa¬ 
tion  and  forwarding  it  to  his  district 
director.  Such  person  shall  be  consid¬ 
ered  to  be  registered  for  purposes  of 
making  such  tax-free  sales  or  purchases 
upon  receipt  of  a  validated  Form  637 
from  his  district  director. 

(2)  If  not  previously  registered,  pro¬ 
ducers  and  importers  of  gasoline  and 
manufacturers  of  lubricating  oil  (includ¬ 
ing  wholesale  distributors  of  gasoline 
who  qualify  as  producers  under  appli¬ 
cable  regulations)  must,  before  incurring 
any  liability  for  tax  under  section  4081 
or  4091  of  the  Code,  make  application 
for  registration  on  Form  637.  The  ap¬ 
plication  for  registration  must  be  accom¬ 
panied  by  a  bond  on  Form  928  in  a  sum 
equivalent  to  the  approximate  amount  of 
tax  which  might  be  incurred  by  the  tax¬ 
payer  during  an  average  3 -month  period 
at  the  rates  of  tax  then  in  effect,  but 
in  no  case  shall  the  bond  be  for  less  than 
$2,000.  Detailed  instructions  as  to  the 
filing  of  applications  for  registration  and 
the  submission  of  bonds  by  producers 
and  importers  of  gasoline  and  manufac¬ 
turers  of  lubricating  oil  are  prescribed 
in  applicable  regulations. 

Par.  25.  Section  601.403  is  amended 
by  revising  subparagraphs  (1),  (2),  and 
(7)  of  paragraph  (a),  and  by  revising 
subparagraph  (2)  of  paragraph  (c). 
These  amended  provisions  read  as 
follows: 

§  601.403  Miscellaneous  excise  taxes 
collected  by  return. 

(a)  General,  bfiscellaneous  excise 
taxes  collected  by  return  include  the 
following: 


(1)  Admissions,  cabaret,  dues  and 
initiation  fees.  Subchapter  A  of  chapter 
33  of  the  Internal  Revenue  Code  imposes 
a  tax  on  admissions  (including  a  tax  on 
amounts  charged  by  ticket  brewers,  box 
office  employees,  and  others  in  excess  of 
the  established  price),  and  on  charges 
made  by  cabarets,  roof  gardens  and 
other  similar  places.  Where  cabaret  tax 
is  imposed  on  a  concessionaire  in  a 
cabeu-et,  the  proprietor  is  required  to 
collect  and  report  such  tax.  Subchapter 
A  of  chapter  33  also  imposes  certain 
taxes  on  amounts  paid  as  dues  or  initia¬ 
tion  fees  to  any  social,  athletic,  or  sport¬ 
ing  club  or  organization. 

(2)  Communications.  Subchapter  B 
of  chapter  33  of  the  Code  imposes  a  tax 
on  amounts  paid  for  general  teleiAione 
service,  toll  telephone  service,  telegraph 
service,  teletypewriter  exchange  service, 
wire  mileage  service  and  wire  and  equip¬ 
ment  service. 

*  •  *  •  • 

(7)  Coconut  and  other  vegetable  oils. 
Chapter  37  of  the  Code  imposes  a  tax 
upon  the  first  domestic  processing  of 
coconut  oil.  palm  oil.  palm-kernel  oil. 
fatty  acids  derived  from  any  of  the  fore¬ 
going  oils,  salts  from  any  of  the  foregoing 
or  any  combination  or  mixture  contain¬ 
ing  a  substantial  quantity  of  any  one 
or  more  of  such  oils,  fatty  acids  or  salts. 
See  however  Public  Law  85-235  and 
Public  Law  86-37  as  amended  by  Public 
Law  86-432  for  suspension  of  the  tax  for 
certain  periods. 

*  •  •  •  « 

(c)  Collection  of  tax — (1)  Imposed 
taxes.  *  *  * 

(2)  Collected  taxes.  The  other  mis¬ 
cellaneous  excise  taxes  referred  to  in  this 
section  are  imposed  on  the  person  making 
the  payment'  for  the  admission,  tele¬ 
phone,  transportation  or  other  service 
involved.  These  taxes  are  required  to  be 
collected  by  the  theater,  telephone  com¬ 
pany,  railroad,  or  other  person  receiving 
the  pasmient.  All  taxes  collected  in  this 
manner  are  held  by  the  collecting  agent 
in  trust  for  the  United  States  until  de¬ 
posited  in  accordance  with  the  De¬ 
positary  Receipt  procedure  or  paid  over 
to  the  district  director  of  internal 
revenue.  The  collecting  agencies  are  re¬ 
quired  to  file  returns  and  the  tax  is  pay¬ 
able,  without  notice  from  the  district 
director,  at  the  time  fixed  for  filing  the 
returns.  If  the  person  from  whom  the 
tax  is  required  to  be  collected  refuses  to 
pay  it  or,  if  for  any  reason  it  is  impossible 
for  the  collecting  agency  to  collect  the 
tax  from  such  person,  the  collecting 
agency  is  required  to  report  to  the  district 
director  of  internal  revenue  for  the 
district  in  which  its  returns  are  required 
to  be  filed  the  name  and  address  of  such 
person,  the  nature  of  the  service  or  fa¬ 
cility  rendered,  the  amount  paid  there¬ 
for,  and  the  date  on  which  paid.  Upon 
receipt  of  this  information  the  district 
director  will  proceed  against  the  person 
to  whom  the  facilities  were  provided  or 
the  services  rendered  to  assert  the 
amount  of  tax  due,  affording  such  per¬ 
son  the  same  informal  conference,  pro¬ 
test  and  appellate  rights  as  are  available 
to  other  excise  taxpayers. 


Wednesday,  December  28,  1960 

Par.  26.  Section  601.404  is  amended 
by  revising  paragraph  (b)  (1) ,  paragraph 
(d)<2),  and  paragraph  (h)(1).  These 
amended  provisions  read  as  follows: 

§  001.404  Miscellaneous  excise  taxes  col¬ 
lected  by  sale  of  revenue  stamps. 

il'  «  *  « 

(b)  Documentary  stamp  taxes — (1) 
Capital  stock,  certificates  of  indebted- 
7iess.  deeds  of  conveyance,  and  foreign 
insurance  policies.  Chapter  34  of  the 
Internal  Revenue  Code  imposes  a  tax  on 
the  issuance  of  corporate  certificates  of 
indebtedness,  capital  stock,  or  similar  in¬ 
struments,  and  foreign  insurance  policies. 
Chapter  34  of  the  Code  also  imposes  a 
tax  on  all  sales  or  transfers  of  corporate 
certificates  of  indebtedness,  capital  stock, 
or  similar  instruments,  and  on  deeds  of 
conveyance  of  realty  sold.  Under  cer¬ 
tain  circumstances,  a  national  securities 
exchange,  or  clearing  house  for  such  ex¬ 
change,  may  pay  tax  on  behalf  of  its 
members  without  the  use  of  stamps. 

*  *  •  *  * 

(d)  Occupational  stamp  taxes.  *  *  * 

(2)  Coin-operated  amusement  or  gam¬ 
ing  devices.  Subchapter  B  of  chapter  36 
of  the  Code  imposes  an  occupational  tax 
with  respect  to  coin-operated  amusement 
or  gaming  devices,  or  similar  devices 
operated  without  a  coin. 

*  *  •  *  * 

(h)  Administrative  remedies  available 
to  taxpayers  after  purchase  of  docu¬ 
mentary,  commodity,  or  occupational  tax 
stamps  or  after  assessment  or  payment 
of  tax — (1)  Redemption  of  stamps. 
Where  stamps  have  been  rendered  use¬ 
less  by  gumming  or  sticking  together  in 
transit  or  otherwise  without  fault  of  the 
purchaser,  they  may  be  exchanged  by  a 
district  director  of  internal  revenue  for 
other  stamps  of  the  same  quantity  and 
denomination.  Stamps  which  have  been 
spoiled,  destroyed,  or  rendered  useless, 
or  unfit  for  the  purpose  intended,  or  for 
which  the  owner  may  have  no  use,  or 
which  through  mistake  have  been  im¬ 
properly  or  imnecessarily  used,  or  have 
been  used  in  excess  of  the  amoimt  of  tax 
actually  due,  may  be  redeemed  upon 
proper  claim  filed  with  the  district  direc¬ 
tor.  All  such  claims  must  be  prepared 
on  Form  843  and  must  be  filed  with  the 
district  director  for  the  district  in  which 
is  located  the  principal  ofiBce  of  the 
claimant,  or  if  he  has  no  such  office,  with 
the  district  director  for  the  district  in 
which  he  resides.  A  claim  for  redemp¬ 
tion  of  unused  stamps  must  be  filed  with¬ 
in  three  years  after  the  date  of  purchase 
of  the  stamps  from  the  Government, 
while  a  claim  for  used  stamps  must  be 
filed  within  three  years  after  the  stamps 
were  affixed  and  cancelled.  The  stamps 
either  must  be  submitted  with  the  claim, 
or  if  it  is  impracticable  to  remove  them 
from  the  instruments,  documents,  etc., 
to  which  they  are  attached,  the  words 

“Claim  for  refund  of  $ - filed.", 

with  the  appropriate  amount  inserted, 
shall  be  written  across  the  face  of  the 
stamps  by  the  claimant  or  the  person 
having  custody  of  the  instruments  or 
documents  to  which  the  stamps  are 
affixed.  The  claimant  must  make  a 
statement  in  his  claim  that  the  stamps 
have  been  so  marked  and  by  whom.  In 
No.  261r-Part  I - 4 
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the  case  of  a  claim  for  unused  stamps 
where  the  actual  date  of  purchase  of  the 
stamps  from  the  Government  cannot  be 
given,  it  must  be  definitely  ^own  in  the 
claim  whether  they  were  so  purchased 
within  3  years  prior  to  the  date  of  filing 
of  the  claim.  Once  filed,  a  claim  for  re¬ 
demption  follows  generally  the  same 
channels  as  do  all  other  claims  for  re¬ 
fund.  See  §§  601.103  to  601.106. 

Par.  27.  Section  601.601  is  amended 
by  redesignating  paragraph  (b)  as  para¬ 
graph  (c) ,  redesignating  paragraph  (c) 
as  paragraph  (d) ,  and  adding  a  new  par¬ 
agraph  (b).  These  amended  provisions 
read  as  follows: 

§  601.601  Rules  and  regulations. 

*  *  nt  m  m 

(b)  Comments  on  proposed  rules.  In¬ 
terested  persons  are  privileged  to  submit 
any  data,  views,  or  argiunents  with  re¬ 
spect  to  proposed  rules.  Such  comments 
are  confidential  and  are  not  disclosed  to 
the  public.  Information  as  to  who  filed 
comments  is  also  confidential.  However, 
the  name  of  any  person  requesting  a 
public  hearing  and  the  issues  which  may 
be  discussed  at  the  hearing  are  not 
confidential. 

(c)  Petition  to  change  rules.  Inter¬ 
ested  persons  are  privileged  to  petition 
for  the  Issuance,  amendment,  or  repeal 
of  a  rule.  A  petition  for  the  issuance 
of  a  rule  should  identify  the  section  or 
sections  of  law  involved;  and  a  petition 
for  the  amendment  or  repeal  of  a  rule 
should  set  forth  the  section  or  sections 
of  the  regulations  involved.  The  petition 
should  also  set  forth  the  reasons  for  the 
requested  action.  Such  petitions  will 
be  given  careful  consideration  and  the 
petitioner  will  be  advised  of  the  action 
taken  thereon.  Petitions  should  be  ad¬ 
dressed  to  the  Commissioner  of  Internal 
Revenue,  Washington  25,  D.C.,  Atten¬ 
tion:  T:P. 

(d)  Publication  of  rules  and  regula¬ 
tions.  All  internal  revenue  regulations 
and  Treasury  decisions  (whether  inter¬ 
pretative  or  substantive)  are  published 
in  the  Federal  Register  and  in  the  Code 
of  Federal  Regulations.  The  Treasury 
decisions  are  also  published  in  the 
weekly  Internal  Revenue  Bulletin  and 
the  semi-annual  Cumulative  Bulletin. 
The  Internal  Revenue  Bulletin  is  the  au¬ 
thoritative  instrument  of  the  Commis¬ 
sioner  for  the  announcement  of  official 
rulings,  and  for  the  publication  of  Treas¬ 
ury  decisions.  Executive  orders,  legisla¬ 
tion,  and  court  decisions  pertaining  to 
internal  revenue  matters.  It  is  the 
policy  of  the  Service  to  public  in  the 
bulletin  all  substantive  and  procedural 
rulings  of  importance  or  general  inter¬ 
est,  the  publication  of  which  is  consid¬ 
ered  necessary  to  promote  a  uniform 
application  of  the  laws  administered  by 
the  Service.  It  is  also  the  policy  to  pub¬ 
lish  all  rulings  which  revoke,  modify, 
amend  or  affect  any  published  ruling. 
Rulings  relating  solely  to  matters  of 
internal  management  are  riot  published. 
The  rulings  are  prepared  in  the  various 
offices  of  the  Service. 

Par.  28.  Paragraph  (a)(5)  and  para¬ 
graph  (b)(1),  (2),  (3),  and  (5)  of 
§  601.702  are  amended  to  read  as  follows: 
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§  601.702  Publication  and  public  inspec¬ 
tion. 

(a)  General.  *  *  * 

(5)  State  liqtuyr  cases  or  State  fire¬ 
arms  cases.  If  the  interests  of  the 
United  States  will  not  be  jeopardized 
thereby,  and  if  information  will  not  be 
divulged  contrary  to  section  7213(b)  of 
the  Code,  assistant  regional  commission¬ 
ers  (alcohol  and  tobacco  tax)  may  upon 
receipt  of  subpoenas  or  Requests  of  State 
authorities,  and  at  the  expense  of  the 
State,  authorize  investigators  and  other 
employees  under  their  supervision  to 
attend  trials  and  administrative  hear¬ 
ings  in  liquor  cases  or  firearms  cases  in 
which  the  State  is  a  party,  produce  rec¬ 
ords  and  testify  as  to  facts  coming 
to  their  knowledge  in  their  official 
capacities. 

*  «  4*  «  « 

(b)  Final  opinions  and  orders — (1) 
Accepted  offers  in  compromise — (i)  In¬ 
come,  profits,  estate  or  gift  tax.  In  the 
case  of  offers  in  compromise  in  respect 
of  income,  profits,  capital  stock  (re¬ 
pealed),  estate  or  gift  tax  liability  ac¬ 
cepted  on  or  after  August  20, 1952,  a  copy 
of  the  summary  sheet  (abstract)  of  each 
such  offer  is  available  for  public  inspec¬ 
tion  in  the  office  of  the  appropriate  dis¬ 
trict  director  if  the  liability  involved  is 
less  than  $5,000,  and  in  the  office  of  the 
Public  Information  Division  of  the  Na¬ 
tional  Office  if  the  liability  Involved 
totals  $5,000  or  more.  Such  summary 
sheet  inclrdes  a  brief  description  of  the 
reasons  for  acceptance  of  the  offer.  If 
information  in  addition  to  that  shown  on 
the  summary  sheet  is  requested,  such  in¬ 
formation.  subject  to  the  provisions  set 
forth  in  Internal  Revenue  Cumulative 
Bulletin  1952-2,  pages  299-300,  will  also 
be  made  available  for  inspection.  In  the 
case  of  offers  in  compromise  of  such  tax 
liabilities  accepted  before  August  20, 
1952,  a  copy  of  the  summary  sheet  will 
be  made  available  for  inspection  upon 
request  identifsdng  the  taxpayer.  See 
Treasury  Decision  5927,  approved  August 
20, 1952  (26  CFR  (1939) ,  1954  Supp.  458.- 
313),  and  Executive  Order  10386,  dated 
August  20,  1952  (3  CFR.  1952  Supp.). 

(ii)  Refilling  of  liquor  bottles.  For 
each  offer  in  compromise  submitted  and 
accepted  on  or  after  December  21,  1956, 
pursuant  to  section  7122  of  the  Code, 
in  any  case  arising  under  sections  5604 
and  5606  of  the  Code,  relating  to  refilling 
of  liquor  bottles,  a  copy  of  the  abstract 
and  statement  relating  to  the  offer  shall 
be  available  for  public  inspection  for  a 
period  of  one  year  in  the  office  of  the 
assistant  regional  commissioner  (alcohol 
and  tobacco  tax)  accepting  the  offer  and 
in  the  office  of  the  district  director  for 
the  internal  revenue  district  in  which  the 
offer  is  submitted.  Information,  how¬ 
ever,  is  not  disclosed  concerning  any 
trade  secrets,  processes,  operations,  style 
of  work,  or  apparatus,  or  confidential 
data,  amount  or  source  of  income, 
profits,  losses,  or  expenditures,  or  any 
other  matter  within  the  prohibition  of 
section  1905  of  Title  18  of  the  United 
States  Code. 

(2)  Information  regarding  permits — 
(i)  Application  for  permits.  Informa¬ 
tion  with  respect  to  the  handling  of  ap¬ 
plications  for  basic  permits  imder  the 
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Federal  Alcohol  Administration  Act.  op> 
erating  permits  vmder  section  5171  of  the 
Code,  and  industrial  use  permits  under 
section  5271  of  the  Code  is  maintained 
for  public  inspection  in  the  o£9ces  of 
assistant  regional  cemunissioners  (alco¬ 
hol  and  tobacco  tax)  until  the  expiration 
of  one  year  following  final  action  on  such 
applications. 

(ii)  Card  index  record  of  permits.  A 
current  card  index  record  for  all  persons 
to  wh(»n  industrial  use  permits  have  been 
issued;  for  all  proprietors  of  distilled 
spirits  plants  to  whom  operating  permits 
have  b^n  issued  to  cover  distilling  for 
industrial  use,  bonded  warehousing  of 
spirits  for  industrial  use.  or  denaturing 
of  spirits;  and  for  all  applicants  for  such 
industrial  use  and  operating  permits;  is 
available  in  the  offices  of  assistant  re¬ 
gional  commissioners  (alcohol  and  to¬ 
bacco  tax).  Such  card  index  records 
may  be  inspected  by  persons  who  are 
authorized  to  sell  or  purchase  tax-free 
alcohol  or  specially  denatured  spirits. 

(3)  List  of  plants  and  permittees. 
Upon  request,  the  assistant  regional 
commissioner  (alcohol  and  tobacco  tax) 
may,  as  far  as  possible  without  interfer¬ 
ence  with  the  work  of  his  office,  furnish 
a  list  of  any  type  of  qualified  proprietor 
or  permittee  located  in  his  region. 

•  ♦  *  *  * 

(5)  Publication  of  decisions.  Rulings 
and  decisions  on  matters  arising  under 
the  internal  revenue  laws  which  because 
they  annoimce  a  ruling  or  decision  upon 
a  novel  question  or  upon  a  question  in 
regard  to  which  there  exists  no  previ¬ 
ously  published  ruling  or  decision,  or 
for  other  reasons,  are  of  such  importance 
as  to  be  of  general  interest,  or  which  re¬ 
voke,  amend  or  affect  in  any  manner  a 
published  ruling  or  decision  aie,  after 
rephrasing  to  eliminate  any  confidential 
information  relating  to  a  particular  case. 
Including  Identity  of  persons,  regularly 
published  in  the  Internal  Revenue  Bul¬ 
letin.  See  also  §  601.601(d).  No  unpub¬ 
lished  ruling  or  decision  will  be  cited  or 
relied  upon  by  any  officer  or  employee  of 
the  Internal  Revenue  Service  as  a  prec¬ 
edent  in  the  disposition  of  other  cases. 
(R.S.  161;  5  UJS.C.  22) 

[SEAL]  Charles  I.  Pox, 

Acting  Commission  of 
Internal  Revenue. 

tPil.  Doc.  eO-11999:  PUed,  Dec.  27,  I960: 

8:46  a.m.] 


Title  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  X — Oil  Import  Administra¬ 
tion,  Department  of  the  Interior 

(Oil  Import  Reg.  1  (Revision  2),  Arndt.  8] 

MISCELLANEOUS  AMENDMENTS 

1.  Section  10  of  Oil  Import  Regula¬ 
tion  1  (Revision  2)  (25  PJl.  4958)  Is 
amended  to  read  as  follows: 

Sec.  10  Allocations  of  crude  oil  and  un¬ 
finished  oils — Districts  I— IV. 

(a)  The  quantity  of  imports  of  crude 
oil  and  unfinished  oils  determined  to  be 


available  for  allocation  in  Districts 
I-IV  for  the  allocation  period  January  1, 
1961,  through  June  30,  1961,  shall  be  al¬ 
located  by  the  Administrator  among 
eligible  applicants  as  provided  in  para¬ 
graphs  (b)  and  (c)  of  this  section. 

(b)  Except  as  provided  in  paragraph 

(c)  of  this  section,  each  eligible  appli¬ 
cant  shall  receive  an  allocation  l^ed 
on  refinery  inputs  for  the  year  ending 
September  30,  1960,  and  computed  ac¬ 
cording  to  the  following  schedule: 


Percent 

Average  B/D  Input:  of  input 

0-10,000  . - .  11.  6 

10-^,000  . 10.5 

20-80,000  . - . - .  9.6 

30-60,000  . . - .  8.6 

CO-100,000  .  7.7 

100-150,000  .  6. 7 

150-200,000  .  5.  7 

200-300,000  . . .  4. 7 

300,000  plus _  3. 8 


(c)  If  an  eligible  applicant  has  been 
importing  crude  oil  pursuant  to  an  allo¬ 
cation  under  the  Voluntary  Oil  Import 
Program  and  if  an  allocation  computed 
imder  paragraph  (b)  of  this  section 
would  be  less  than  72  percent  of  the  ap¬ 
plicant’s  last  allocation  of  imports  of 
crude  oil  under  the  Voluntary  Oil  Import 
Program,  the  applicant  shall  neverthe¬ 
less  receive  an  aUocation  under  this  sec¬ 
tion  equal  to  72  percent  of  his  last  allo¬ 
cation  of  imports  of  crude  oil  under  the 
Voluntary  Oil  Import  Program. 

(d)  No  allocation  made  pursuant  to 
this  section  shall  entitle  a  person  to  a 
license  which  will  allow  the  importation 
of  unfinished  oils  in  excess  of  10  percent 
of  the  allocation. 

(e)  No  allocation  made  pursuant  to 
this  section  may  be  sold,  assigned,  or 
otherwise  transferred. 

2.  Amendment  2  (12  F.R.  12999)  to 
Oil  Import  Regulation  1  (Revision  2) 
Is  revoked  and  section  11  of  that  regu¬ 
lation  (25  F.R.  4958)  is  amended  to  read 
as  follows: 

Sec.  11  Allocations  of  crude  oil  and  un¬ 
finished  oils — District  V. 

(a)  The  quantity  of  imports  of  crude 
oil  determined  to  be  available  for  alloca¬ 
tion  in  District  V  for  the  allocation 
period  January  1,  1961,  through  June 
30.  1961,  shall  be  allocated  by  the  Ad¬ 
ministrator  among  eligible  applicants  as 
provided  in  paragraphs  (b)  and  (c)  of 
this  section. 

(b)  Except  as  provided  in  paragraph 

(c)  of  this  section,  each  eligible  applicant 
shall  receive  an  allocation  based  on  re¬ 
finery  inputs  for  the  year  ending  Sep¬ 
tember  30,  1960  and  computed  accord¬ 
ing  to  the  following  schedule: 


Percent 

Average  B/D  input:  of  input 

0-10,000  . . 40.0 

10-20,000  _ _ _  81.3 

20-30,000  _  22.  7 

30-60,000  _ 13.  5 

60-100,000  . 10.9 

100-150,000  . 10.  0 

160-200,000  . . .  8. 9 

200,000  plus _ _ _  7. 2 


(c)  If  an  eligible  applicant  has  been 
importing  crude  oil  pursuant  to  an  al¬ 
location  under  the  Voluntary  Oil  Import 
Program  and  if  an  allocation  computed 
under  paragraph  (b)  of  this  section 
would  be  less  than  66.5  percent  of  the 


applicant’s  last  allocation  of  imports  of 
crude  oil  under  the  Voluntary  Oil  Im¬ 
port  Program,  the  applicant  shall  never¬ 
theless  receive  an  allocation  imder  this 
section  equal  to  66.5  percent  of  his  last 
allocation  of  imports  of  crude  oil  under 
the  Voluntary  Oil  Import  Piogram. 

(d)  Allocations  made  puisuant  to  this 
section  shall  not  permit  the  importation 
of  unfinished  oils  in  excess  of  10  percent 
of  the  permissible  imports  of  crude  oil. 
With  respect  to  any  allocation  made  pur¬ 
suant  to  this  section,  the  Administrator 
upon  request  shall  issue  a  license  per¬ 
mitting  the  Importation  of  unfinished  oils 
in  an  amount  not  in  excess  of  10  percent 
of  the  allocation.  If  the  total  quantity 
of  imfinished  oils  applied  for  is  less  than 
10  percent  of  the  permissible  imports  of 
crude  oils,  the  Administrator  may  to  that 
extent  increase  the  percentage  amount 
of  unfinished  oils  specified  in  licenses  of 
persons  who  request  such  increases. 
Each  person  making  such  a  request  shall 
receive  an  increase  in  the  proportion 
that  his  allocation  bears  to  the  total  of 
allocations  made  to  all  persons  request¬ 
ing  increases.  Each  barrel  of  unfinished 
oil  imported  shall  be  deemed  to  be  the 
equivalent  of  one  barrel  of  crude  oil  and 
will  be  so  charged  against  the  person's 
license  by  the  respective  Collectors  of 
Customs.  The  permissible  percentage  of 
imports  of  unfinished  oils  end  thp  equiv¬ 
alence  of  unfinished  oils  to  crude  oil  may 
be  changed  during  the  allocation  period, 
if  necessary  to  prevent  impairing  ac¬ 
complishment  of  the  purposes  of  the 
program.  Such  a  change  will  be  made 
only  after  notice  of  propiosed  rule  mak¬ 
ing  and  will  not  become  effective  until 
the  30th  calendar  day  following  publi¬ 
cation  in  the  Federal  Recister  of  the 
amendment  making  such  change. 

(e)  No  allocation  made  pursuant  to 
this  section  may  be  sold,  assigned,  or 
otherwise  transfen-ed. 

3.  Section  14  of  Oil  Import  Regulation 
1  (Revision  2)  (25  F.R.  4959)  is  amended 
to  read  as  follows: 

Sec.  14  Determination  of  maximum 
level  of  imports — Puerto  Rico. 

(a)  Pursuant  to  section  2  of  Proc¬ 
lamation  3279,  it  is  determined  (1)  that 
the  average  barrels  per  day  of  imports 
of  crude  oil  and  unfinished  oils  into 
Puerto  Rico  during  any  particular  allo¬ 
cation  period  shall  not  exceed  the  aver¬ 
age  barrels  per  day,  as  determined  by 
tfie  Administrator,  during  the  month  of 
July  of  the  calendar  year  1958  cf  imports 
of  such  commodities  into  Puerto  Rico, 
and  (2)  that  the  average  barrels  per 
day,  as  determined  by  the  Administrator, 
of  imports  of  residual  fuel  oil  to  be  used 
as  fuel  and  of  imports  of  finished  prod¬ 
ucts  other  than  residual  fuel  oil  to  be 
used  as  fuel  into  Puerto  Rico  during  any 
particular  allocation  period  shall  not 
exceed  the  average  barrels  per  day  of 
Impoi-ts  of  such  products,  respectively, 
into  Puerto  Rico  during  the  last  half 
•of  the  calendar  year  1958. 

(b)  The  Administrator  shall  from 
time  to  time  review  the  determinations 
set  forth  in  pai'agraph  (a)  of  this  section 
and  shall  recommend  to  the  Secretary 
of  the  Interior  that  the  level  of  Imports 
be  Increased  or  decreased  as  may  be 
required  to  meet  increases  or  decreases 
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in  local  demand  in  Puerto  Rico  or  in 
demand  for  export  to  foreign  areas. 

4.  Section  15  of  Oil  Import  Regulation 
1  (Revision  2)  (25  F.R.  4959)  is  amended 
to  read  as  follows: 

Se«*.  15  Allocation  of  crude  oil  and  un« 
flnished  oils — Puerto  Rico. 

(a)  For  the  allocation  period  January 
1,  1961  through  June  30.  1961.  the  Ad¬ 
ministrator  shall  allocate  to  each  eligible 
applicant  for  an  allocation  for  Puerto 
Rico  quantities  of  imports  of  crude  oil 
and  unfinished  oils  in  proportion  to  the 
applicant’s  average  barrels  daily  of  re¬ 
finery  input  (adjusted  by  the  Adminis¬ 
trator  for  downtime)  in  Puerto  Rico 
during  the  months  of  July.  August,  and 
September  of  the  year  1958. 

(b)  In  the  event  that  the  maximum 
levels  of  imports  of  crude  oil  and  un¬ 
finished  oils  are  increased  or  decreased 
pursuant  to  paragraph  (b)  of  section  14, 
the  Administrator  shall  increase  or  de¬ 
crease  individual  allocations  in  the  pro¬ 
portion  that  each  allocation  bears  to  the 
total  allocations  of  crude  oil  and  un¬ 
finished  oils. 

(c)  No  allocation  made  pursuant  to  this 
section  may  be  sold,  assigned,  or  other¬ 
wise  transferred. 

5.  Section  16  of  Oil  Import  Regulation 
1  (Revision  2)  (25  F.R.  4959)  is  amended 
to  read  as  follows: 

Sec.  16  Allocations*  of  (iiiislicd  prod¬ 
ucts — Puerto  Rico. 

(a)  For  the  allocation  period  January 
1.  1961  through  June  30,  1961,  the  Ad¬ 
ministrator  shall  allocate  to  each  eligible 
applicant  for  an  allocation  for  Puerto 
Rico  a  quantity  of  imports  of  finished 
products  equal  to  the  applicant’s  average 
barrels  daily  of  imports  of  such  products 
during  the  last  6  months  of  the  calendar 
year  1958.  Separate  allocations  shall  be 
made  for  imports  of  residual  fuel  oil  to 
be  used  as  fuel  and  of  imports  of  finished 
products  other  than  residual  fuel  oil  to 
be  used  as  fuel. 

(b)  In  the  event  that  the  maximum 
level  of  imports  of  residual  fuel  oil  to  be 
used  as  fuel  or  of  finished  products  other 
than  residual  fuel  oil  to  be  used  as  fuel 
is  increased  or  decreased  pursuant  to 
paragraph  (b)  of  section  14,  the  Ad¬ 
ministrator  shall  increase  or  decrease  in¬ 
dividual  allocations  in  the  proportion 
that  each  allocation  bears  to  the  total 
allocations  of  residual  fuel  oil  to  be  used 
as  fuel  or  of  finished  products  other  than 
residual  fuel  oil  to  be  used  as  fuel, 
respectively. 

(c)  No  allocation  made  pursuant  to 
this  section  may  be  sold,  assigned,  or 
otherwise  transferred. 

Because  allocations  must  be  made  and 
licenses  issued  for  the  allocation  period 
beginning  January  1,  1961,  it  is  imprac¬ 
ticable  to  give  notice  of  proposed  rule 
making  on,  or  to  delay  the  effective  date 
of,  this  amendment.  Accordingly,  this 
amendment  shall  become  effective  im¬ 
mediately. 

Elmer  F.  Bennett, 
Acting  Secretary  of  the  Interior. 

December  24, 1960. 

[F.R.  Doc.  80-12099;  Piled.  Dec.  27.  I960: 

9:09  a.m.] 


Title  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  II — Corps  of  Engineers, 

Department  of  the  Army 

PART  207— NAVIGATION 
REGULATIONS 

Santa  Monica  Bay,  Calif. 

Pursuant  to  the  provisions  of  section 
7  of  the  River  and  Harbor  Act  of  August 
8, 1917  (40  Stat.  266;  33  U.S.C.).  §  207.619 
is  hereby  prescribed  establishing  and 
governing  the  use  and  navigation  of  a 
restricted  area  in  Santa  Monica  Bay, 
California,  as  follows: 

§  207.619  Santa  Monica  Bay,  Calif. ;  re¬ 
stricted  area. 

(a)  The  area.  The  waters  of  the  Pa¬ 
cific  Ocean,  Santa  Monica  Bay,  in  an 
area  extending  seaward  from  the  shore¬ 
line  a  distance  of  about  5  nautical  miles 
(normal  to  the  shoreline)  and  basically 
outlined  as  follows: 


Station 

Latitude  X. 

Longitude  W. 

A . . . 

33®M'6i»'' . 

118°25'41" 

118'>28'00" 

118®31'37" 

118®34'06" 

H . 

33®S4'.W' _ 

C . 

iSSSiS 

o  o  o 

gss 

D . . . 

F 

1  ! 

Title  43— PUBLIC  LANDS; 
INTERIDR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

ABPENDIX — PUBLIC  LAND  ORDERS 

[Public  Land  Order  2236] 

[64769] 

UTAH 

Restoration  Under  Section  24,  Federal 
Power  Act 

By  virtue  of  the  authority  contained 
in  section  24  of  the  act  of  June  10,  1920 
(41  Stat.  1075;  16  U.S.C.  818),  as 
amended,  and  pursuant  to  determina¬ 
tion  DA-82-Utah  of  the  Federal  Power 
Commission,  it  is  ordered  as  follows: 

1.  The  following-described  lands  are 
hereby  opened  to  filing  of  applications, 
selections  and  locations,  subject  to  valid 
existing  rights,  the  requirements  of  ap¬ 
plicable  law.  the  provisions  of  section  24 
of  the  Federal  Power  Act,  and  also  sub¬ 
ject  to  the  stipulation  that  if  and  when 
the  land  is  required  in  whole  or  in  part 
for  purposes  of  power  development, 
any  structures  or  improvements  placed 
thereon  which  are  foimd  to  Interfere 
with  such  development  shall  be  removed 
or  relocated  so  as  to  eliminate  inter¬ 
ference,  without  cost  or  expense  to  the 
United  States,  its  permittees  or  licensees : 


(b)  The  regulations.  (1)  Vessels  shall 
not  anchor  within  the  area  at  any  time 
without  permission. 

(2)  Dredging,  dragging,  seining,  or 
other  fishing  operations  which  might 
foul  imdemater  installations  within  the 
area  are  prohibited. 

(3)  All  vessels  entering  the  area,  other 
than  vessels  operated  by  or  for  the 
United  States,  the  State  of  California, 
the  county  of  Los  Angeles,  or  the  city  of 
Los  Angeles,  shall  proceed  across  the  area 
by  the  most  direct  route  and  without 
unnecessary  delay.  The  area  will  be 

•  open  and  unrestricted  to  small  recrea¬ 
tional  craft  for  recreational  activities  at 
all  times. 

(4)  The  placing  of  buoys,  markers,  or 
other  devices  requiring  anchors  will  not 
be  permitted. 

(5)  The  city  of  Los  Angeles  will  main¬ 
tain  a  patrol  of  the  area  as  needed. 

(6)  The  regulations  of  this  section 
shall  be  enforced  by  the  Commander, 
Eleventh  Coast  Guard  District.  ’Times 
Building,  Long  Beach,  California,  and 
such  agencies  as  he  may  designate. 

Effective  date.  'This  section  shall  be¬ 
come  effective  upon  its  publication  in  the 
Federal  Register. 

[Regs.,  Dec.  7,  1960,  285/91  (Santa  Monica 
Bay,  Calif.) -EN<3CW-0]  (Sec.  7,  40  Stat.  266; 
33  U.S.C.  1) 

R.  V.  Lee, 

Major  General.  U.S.  Army, 

The  Adjutant  General. 

[r.R.  Doc.  60-11974;  PUed,  Dec.  27.  1960; 
8:46  a.m.] 


Salt  Lake  Meridian 
T  42  S  R  19  Si 

Sec.  7.  lots  10. 12, 18.  14, 16,  and  SW>/4NEy4. 

Aggregating  103.77  acres. 

2.  Applications  and  selections  under 
the  nonmineral  public  land  laws  may  be 
presented  to  the  Manager  mentioned  be¬ 
low,  beginning  on  the  date  of  this  order. 
Such  applications  and  selections  will  be 
considered  as  filed  on  the  hour  and  re¬ 
spective  dates  shown  for  the  various 
classes  enumerated  in  the  following 
paragraphs; 

a.  Until  10:00  a.m.  on  June  22.  1961, 
the  State  of  Utah  shall  have  a  preferred 
right  of  application  to  select  the  lands 
in  accordance  with  and  subject  to  the 
provisions  of  subsection  (c)  of  section  2 
of  the  act  of  August  27,  1958  (72  Stat. 
928;  43  U.S.C.  851,  852),  and  the  regu¬ 
lations  in  43  CFR.  During  this  period 
the  State  may  also  apply  for  the  reserva¬ 
tion  to  it  or  to  any  of  its  political  sub¬ 
divisions,  of  any  of  the  lands  required 
for  rights-of-way  or  materials  sites  in 
accordance  with  the  provisions  of  section 
24  of  the  Federal  Power  Act. 

b.  Applications  by  persons  having 
prior  existii^  valid  settlement  rights, 
preference  rights  conferred  by  existing 
laws,  or  equitable  claims  subject  to  allow¬ 
ance  and  confirmation  will  be  adjudi¬ 
cated  on  the  facts  presented  in  support 
of  each  claim  or  right.  All  applications 
presented  by  persons  other  than  those 
referred  to  in  this  paragraph  will  be 
subject  to  the  applications  and  claims 
mentioned  in  this  paragraph. 

c.  All  valid  applications  and  selections 
under  the  nonmineral  public  land  laws 
presented  prior  to  10:00  a.m.  on  Janu¬ 
ary  26.  1961,  will  be  considered  as  slmul- 
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taneously  filed  at  that  hour.  Rights 
under  such  applications  and  selections 
filed  after  that  hour  will  be  governed  by 
the  time  of  filing. 

d.  The  lands  have  been  open  to  ap¬ 
plications  and  offers  \mder  the  mineral 
leasing  laws  and  to  locations  under  the 
mining  laws. 

3.  Persons  claiming  preference  rights 
must  submit  evidence  of  their  en¬ 
titlement. 

Inquiries  shall  be  addressed  to  the 
Manager.  Land  OfiBce,  Bureau  of  Land 
Management,  Salt  Lake  City,  Utah. 

George  W.  Abbott, 

Assistant  Secretary  of  the  Interior. 

December  21,  1960. 

[F.R.  Doc.  60-11987;  FUed,  Dec.  27,  1960; 

8:45  aon.] 


[Public  Land  Order  2237] 

[84913] 

WYOMING 

Partially  Revoking  Stock  Driveway 
Withdrawals  Nos.  21,  128,  144, 
228,  and  245 

By  virtue  of  the  authority  vested  in 
the  Secrets^  of  the  Interior  by  Section 
10  of  the  Act  of  December  29.  1916  (39 
Stat.  865;  43  n.S.C.  300),  as  amended;  it 
is  ordered  as  follows: 

1.  Stock  Driveway  Withdrawal  No.  21 
(Wyoming  No.  5)  of  May  24,  1918;  No. 
128  (Wyoming  No.  13)  of  March  18, 1920, 
as  enlarged  by  departmental  order  of  De¬ 
cember  21,  1925,  and  as  modified  by  the 
departmental  oider  of  Jime  14. 1926;  No. 
144  (Wyoming  No.  18)  of  April  20.  1931; 
No.  228  (Wyoming  No.  40)  of  March  28, 
1932;  and  No.  245  (Wyoming  No.  42)  of 
May  2, 1934,  are  hereby  revoked  so  far  as 
they  affect  the  following-described 
lands: 

stock  OBIVEWAT  WITHIAAWAL  no.  21,  WYOMING 
NO.  S 

(Departmental  Order  of  May  24. 1918) 
Sixth  Principal  Meridian 
T.27  N..  B.  91  W.. 

Sec.  80,  lots  1,  2, 3, 4,  .  and  SEt^ ; 

Sec.  81. 

T.  82  N..  R.  91 W., 

Sec.  5.  lots  1. 2, 4,  SV^N^,  and  S^; 

Sec.  8; 

Sec.  17.  NEVi.  1!%NW14.  NWy4l^W^^,  SW^i, 
WV4SEV4,  and  NE^SEl^; 

Sec.  20,  E^NEVi.  SWV4NE14.  NWi4.  and 

8%; 

Secs.  29  and  30. 

T.83N.,  B.  91  W.. 

Sec.  10.  SW^  and  E^SE^; 

Sec.  15.  EVi.  NW>A,  NE^SWl^.  and  8^ 
SW14; 

Secs.  19  and  20; 

Sec.  21.  W^; 

Sec.22.NV^  andSEi4; 

Sec.  28.  NW  V4  and  SVa ; 

Sec.  83. 

X*  27  N  R  92  W 

Sec.  7.  lots  1,  2.  3.  4.  S^NE'A,  NW^NEl^, 
E^W^.andSE^; 

Secs.  18  and  19; 

Sec.  20,  B^NE%,  8WV4NE^,  NW^^,  and 
8%: 

Secs.  21  and  22; 

Sec.  28.NW%NWi4.8V^NH.and8i^; 

Sec.  24.  S^NWV4  and  8|4; 

Sec.  25. 


T.  32  N..  R.  92  W., 

Sec.  25; 

Sec.  26.  NV4SW)4.  6W^8W>A.  MEl^ 
8E>/4.  and  8^SBV4: 

Secs.  27.  28, 29.  and  30. 

T.  33  N..  B.  92  W.. 

Sec.  19,  lots  1.  2.  3.  4,  E>^.  El^NW>^.  and 
SE%SWy4; 

Secs.  20.  21.  22.  23,  and  24. 

T.  27  N.,  R.  93  W., 

Secs.  2, 11.  and  12. 

T.  28  N..  R.  93  W.. 

Sgo  X  * 

Sec!  2’.  lots  1,  2.  8.  4.  S«^NVi,  SW^^.  NE^^ 
SEl^,  and  SViSEV4; 

Sec.  3.  lots  1.2,3.4,S^Nl^.andSWl^; 

Secs.  12  and  13; 

Sec.  24,NV^,SWV4.andW^SEy4; 

Sec  25* 

Sec!  26,  N%.  WV4SW%,  8El^SW^.  and 
SEy4; 

Sec.  35. 

T.  29  N.,  R.  93  W., 

Secs.  7. 17, 18. 20.  21. 27. 28,  and  34; ' 

Sec.35.  W>^. 

T.  32  N.,  R.  93  W., 

Secs.  25,  26, 27.  and  28; 

Sec.  29.NV^.NE^SW^.8i4  SW^; 

Sec.  30. 

T.  33  N..  R.  93  W., 

Secs.  5. 7,  8, 9,  and  10; 

Sec.  11,  EVi.  NWV4.  NVaSWi4,  and  SEV4 

swy4; 

Secs.  12, 13,  and  24. 

T.34N..R.  93  W., 

Secs.  3, 4,  5,  8,  and  17; 

Sec.  20.  S%NE%,  NWV4NEy4.  NW^^NW‘^. 

NEV4SW^,  SV4SW^.  and  8El^; 

Secs.  29  and  32. 

T.  35  N.,  R.  93  W., 

.  Sec.  27.  SW>4  and  SW>4SEy4; 

Sec.  34. 

T.  29  N..  R.  94  W., 

Secs.  7.  8. 9. 10. 11.  and  12. 

T.  32  N..  B.  94  W., 

Sec.  25; 

Sec.  26.E^^,SV4NW^^,and  SW%; 

Secs.  27  and  28; 

Sec.29.NEV4- 
T  33  N  R  94  W. 

Sec.  7.  lots  2,  ”3,  4.  5,  6,  7,  8.  E>^WV4,  and 
N^^NEy4; 

Sec.  8.  lots  1.  2,  3,  4,  8.  6.  SE1AREV4, 
NWV4NE>A.  N^NW^,  and  E^SE^; 
Secs.  9, 10.  and  11; 

Sec.  12.NEV4.andS^. 

T.  33  N.,  R.  95  W., 

Scc.2,  W»A,  WV4SEV4.and  SE«4SE%; 

Secs.  11  and  12. 

T.34N..  R.95W.. 

Sec.  30; 

Sec.31.EV4; 

Secs.  32,  33, 34,  and  35. 

T.  34  N.,  R.  96  W., 

Secs.  25,  26, 27,  and  28; 

Sec.  29.  E^.  SV4NW14.  and  NEl4NWl^; 
Sec.  30,  lots  1  through  16,  and  SE14. 

T.  84  N,.  R.  97  W., 

Secs.  25. 26, 27, 28,  29,  and  30. 

Containing  71,028.34  acres. 

STOCK  DRIVEWAY  WITHDRAWAL  NO.  128, 
WYOMING  NO.  IS 

(Departmental  Order  of  March  18. 1920) 

T.  38  N..  R.  90  W.. 

Sec.  2.SEV4: 

Sec.  10.  SE'A; 

Sec.  11,  lots  3,  4,  E^SW*^,  and  EV^i 
Sec.  15.El^; 

Sec.  21.  lots  1. 2.  S^NE^,  and  SE^; 

Sec.  22.  lots  1, 2. 8.  4.  and  S^N^; 

Sec.  28.  NE^.  and  N'^NW^; 

Sec.29,Ei/4; 

Sec.  32.  N%. 

X  89  N  R  90 

Sec.  26.  EV4NI!%.  NWy4NW^,  E»/4SW% 
and  SE^; 

Sec.  85,  BV4  ■ 

Containing  3,284.83  acres. 


(Departmental  Order  of  JUne  14. 1926) 

T.  39  N,.  R.  91  W.. 

Sec.  2.  S^; 

Sec.  11.  NWV4NE^.  and  W^: 

Sec.  14,  W%; 

Sec.  23.WV4; 

Sec.  26.Wyj; 

Sec.  27.  EV^; 

Sec.  85,WV4. 

Containing  2,191.90  acres. 

(Departmental  Order  of  December  21,  1925) 
T.40N.,R.91  W.. 

Sec.  21,  lots  1.  2.  3,  4,  S^NV4.  and  NEi4 

SBy4; 

Sec.  22.  lots  8.  9.  10.  11.  EV^SW^,  and 

NW%SW^; 

Sec.  26,  lot  3  and  SW^^SW^^ ; 

Sec.  27,  NEV4  and  EysSEi^; 

Sec.S5,WV4  andWV4SEy4. 

Containing  1,295.97  acres. 

STOCK  DRIVEWAY  WITHDRAWAL  NO.  144, 
WYOMING  NO.  18 

(Departmental  Order  of  April  20, 1931) 

T.  29  N..  R.  86  W., 

Sec.  2.  NV4SWV4  and  SBi4: 

Sec.3.SWi4  andN^SEI^: 

Sec.  4.  lots  3. 4.  SV4NW^,  and  S>/4: 

Sec.9.WV4NWy4; 

Sec.  10.E%NW^^; 

Sec.  11.N%NEV4- 
T.  30  N.,  R.  86  W., 

Sec.4,EV^; 

Sec.  9,EV4; 

Sec.  10,  SV4NWi4  and  SW%; 

Sec.  15,  W%; 

Sec.  20.  SE1/46W1A  and  8El^: 

Sec.  21,  N^i  and  SW^; 

Sec.  22.NW»4; 

Sec.  29,  WyaNE^,  NEy4NW>A,  E>^SW>^, 

andSWV4SEy4; 

Sec.  82,  E^  and  E^^NW^; 

8ec.33.SWV4. 

T,  31  N..  R.  86  W., 

Sec.  4.  lots  7. 8.  9, 10, 16, 16. 17.  and  18; 

Sec.  8,  lots  1,  2, 3,  4,  and  NEV4: 

Sec-9,NWy4; 

Sec.  17.  E%; 

Sec.20.  NE^; 

Sec. 21; 

Sec.28,EV4: 

Sec.  33.  Ey,. 

T.  82  N.,  R.  86  W., 

Sec.  6,  lots  3,  4.  5.  6,  7,  12.  13.  14.  16,  8EV4 
NW^,  and  EViSWV4; 

Sec.  7,  lots  4.  6.  6,  EV48V/V4,  and  SW^SEy4; 
Sec.  17.  lots  3.  4,  SyaNEiA,  N^SW^.  6Ei/4 
SWy4,and  SE^; 

Sec.  18,  lot  6.  Si^NEV4.  NWV4NE>4.  EV4 
NW^.andN”*'"' 

Sec.  20.  E%  ; 

Ser  jl.ST*  .;4andSW^^; 

P-c.  26  4NW%.  W»^SW>4,  and  SEy4 

jwy 

Sec.  28  .4; 

Sec.  33.  «v 
T.  32  N.,  R.  87  W., 

Sec.  1,  lots  1. 2,  and  SEV4NEl^. 

Containing  9,670.95  acres,  of  which  the 
NE^SWl^  of  sec.  26,  T.  82  N.,  R.  86  W.,  has 
been  patented. 

STOCK  DRIVEWAY  WITHDRAWAL  ND.  238, 
WYOMING  NO.  40 

(Departmental  Order  of  March  28. 1932) 

T.  28  N..  R.  91  W., 

Sec.  5,  lot  3. 

T.  29  N..  R.  91  W„ 

Sec.  14.SW14  andNW%SBV4; 

Sec.  22.  NE^.  S^SW^,  NBy4SW^. 

SE14.  and  SW%8E^: 

Sec.  23,W%NWy4; 

Sec.  27,  NWV4  andWV4SWV4; 

Sec.  28,  E>4NE^  and  SE^; 

Sec.  32.SEV4SEy4: 

Sec.  33,  NEy4.  SEy4NW*4,  SWV4.  and 

8Ey4; 

Sec.  84.  NWl^NW^. 

Containing  1,719.98  acres. 
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STOCK  DRIVEWAY  WITHDRAWAL  MO.  245 
WYOMING  NO.  42 

(Departmental  Order  of  May  2,  1934) 

T.  40  N.,  R.  92  W.. 

Sec.  18,  lot  4,  and  SE14SWV4: 

Sec.  19.  lota  1.  2.  SEl^NWl^.  NEl^SWl^. 
N^SEV4.  and  SEV4SEV4; 

Sec.  28.  SWI^NE>^,  and  S^NWV4: 

Sec.  29.  S^^NE^^.  NV4NW>A,  and  SEV4NW«A ; 

Sec.  30.  NEV4NEV4,  SW^^NE^^.  and  NE>4 
SWV4. 

Containing  826.04  acres. 

The  areas  total  in  the  aggregate 
90,817.96  acres. 

2.  The  lands  are  within  southeastern 
Fiemont  and  southwestern  Natrona 
Counties,  in  the  central  part  of  the  Wind 
River  Basin.  The  topography  varies 
from  gently  rolling  to  rough  and  moun¬ 
tainous  and  elevation  changes  about 
6,000  feet.  The  area  is  characterized  by 
a  semi-desert  vegetal  cover,  dominated 
by  big  sagebrush. 

3.  Subject  to  any  existing  valid  rights 
and  the  requirements  of  applicable  law, 
the  lands  described  in  paragraph  1 
thereof,  are  hereby  opened  to  filing  of 
applications,  selections,  and  locations  in 
accordance  with  the  following: 

a.  Applications  and  selections  under 
the  nonmineral  public  land  laws  may  be 
presented  to  the  Manager  mentioned 
below  beginning  on  the  date  of  this  order. 
Such  applications  and  selections  will  be 
considered  as  filed  on  the  hour  and  re¬ 
spective  dates 'shown  for  the  various 
classes  enumerated  in  the  following 
paragraphs: 

(1)  Applications  by  persons  having 
prior  existing  valid  settlement  rights, 
preference  rights  conferred  by  existing 
laws,  or  equitable  claims  subject  to  al¬ 
lowance  and  confirmation  will  be  adjudi¬ 
cated  on  the  facts  presented  in  support 
of  each  claim  or  right.  All  applications 
presented  by  persons  other  than  those 
referred  to  in  this  paragraph  will  be 
subject  to  the  applications  and  claims 
mentioned  in  this  paragraph. 

(2)  Until  10:00  a.m.  on  June  22,  1961, 

the  State  of  Wyoming  shall  have  a  pre¬ 
ferred  right  of  application  to  select  the 
lands  in  accordance  with  and  subject 
to  the  provisions  of^'!!|*rbj8ection  (c)  of 
Section  2  of  the  Act  of  ji'  r'njst  27,  1958 
(72  Stat.  928;  43  U.S.C.  I  ''A.  atKl  the 
regulations  of  43  CPR.  ^ 

(3)  All  valid  applications  /  seK^ 
tions  under  the  non-mineral  p\,^  Ic  land 
laws,  other  than  those  from  the  State, 
presented  prior  to  10:00  a.m.  on  January 
26,  1961,  will  be  considered  as  simul¬ 
taneously  filed  at  that  hour.  Rights  un¬ 
der  such  applications  and  selections  filed 
after  that  hour  will  be  governed  by  the 
time  of  filing. 

b.  The  lands  have  been  open  to  appli¬ 
cations  and  offers  under  the  mineral 
leasing  laws,  and  to  location  imder  the 
United  States  mining  laws  pursuant  to 
the  regulations  in  43  CPR  185.3&-185.36. 

4.  Persons  claiming  preference  rights 
based  upon  valid  settlement,  statutory 
preference,  or  equitable  claims  must  en¬ 
close  properly  corroborated  statements 
in  support  of  their  applications,  setting 
forth  all  facts  relevant  to  their  claims. 
Detailed  rules  and  regulations  governing 
applications  which  may  be  filed  pursuant 


to  this  notice  can  be  found  In  Title  43 
of  the  Code  of  Federal  Regulations. 

Inquiries  concerning  the  lands  shall 
be  addressed  to  the  Manager,  Land 
Office,  Bureau  of  Land  Management, 
Cheyenne,  Wyoming. 

George  W.  Abbott, 
Assistant  Secretary  of  the  Interior. 

December  21,  1960. 

[P.R.  Doc.  60-11988;  Piled,  Dec.  27,  1960; 
8:45  a.m.] 


[Public  Land  Order  2238] 

(Washington  02466] 

WASHINGTON 

Order  Opening  Public  Lands  Formerly 
in  Power  Withdrawals 

1.  In  DA-127-Washington,  the  Fed¬ 
eral  Power  Commission  vacated  the 
withdrawal  created  by  the  filing  on  Oc¬ 
tober  21.  1930,  of  an  application  for  li¬ 
cense  for  Project  No.  1125,  for  the  fol¬ 
lowing-described  lands: 

Willamette  Meridian 

All  portions  of  the  following  tracts  lying 
within  the  project  boundaries  of  the  diver¬ 
sion  dam  and  power  house  sites,  and  within 
15  feet  of  the  center  line  of  the  pipe  line 
location,  and  within  15  feet  of  the  center 
line  of  the  transmission  line  location,  aU  as 
shown  on  a  map  designated  “Exhibit  F”  and 
entitled  “Quinault  Hotel  Co.  Inc.  Power 
Project"  and  filed  in  the  office  of  the  Federal 
Power  Commission  on  October  21,  1930: 

T.  23  N.  R  9  W 

Sec.  20,  lots  1,  2,  3.  and  NWV4SE>4: 

Sec.  21.  lots  1.  2,  S^^NW^^,  and  SW^^NEl^. 

Containing  approximately  4  acres. 

2.  An  order  of  the  Geological  Survey 
of  November  23,  1956  (Power  Site  Can¬ 
cellation  No.  116),  canceled  the  depart¬ 
mental  order  of  September  20,  1926,  cre¬ 
ating  Power  Site  Classification  No.  152, 
Washington  No.  24,  so  far  as  it  affects 
the  following-described  lands: 

Willamette  Meridian 

T.  23.  N.,  R.  9  W., 

Sec.  1,  lot  4; 

Sec.  2.  lots  1, 5.  7.  8,  9,  and  NW’^SW^; 

Sec.3.  NEV4SWy4; 

Sec.  4.  SV4SWy4; 

Sec.  S.SMiSya; 

Sec.  7,  lots  3,  4.  5,  6.  and  NEV4NEV4.  Sy, 
NE^^,  NEy4SWV4.  and  NW^^SEy4; 

Sec.  8,  lot  6.  N%NEy4NE^^,  N%SW»4NE'A 
NE>4,  NW%NEV4.  and  Ny2NW^^; 

Sec.  9,  lots  1,  5.  and  6; 

Sec.  10.  lot  1,  SW»4NEV4SWi4,  WV4SE>4 
NEy4SWy4,  WV4SE>4SW%,  and  W^^Ey2SE^^ 
swy4; 

Sec.  16.  lots  2,  5,  NE^^SE^^.  and  Sy2SE‘4; 

Sec.  19,  lot  1; 

Sec.  20.  lots  1,  2,  3.  4.  5,  SE14SWV4.  and 
SEV4: 

Sec.  21,  lots  1,  2,  NW»^NEI^,  S^^NW^^,  and 
Nwy4SWJ/4: 

Sec.  29,  NW%NEy4,  NW»A,  and  NWViSW^; 

Sec.  30,  lots  1,  2,  3,  4,  SE>^NEl^.  and  SEl^; 

Sec.  31.  lot  1. 

T.  23  N.,  R.  10  W., 

Sec.  13,  lot  6,  Ny2NEy4,  SWy4NEy4,  Ni/a 
NWV».  and  SE%NW»4; 

Sec.  14.  SEy4NEi4.  SEi/4SW^  and  SBV4; 

Sec.  23,  lots  1,  2. 3,  and  4. 

The  areas  described  aggi'egate  3,120.19 
acres,  of  which  the  NEV^SW^,  section 
3;  sy2SW*4,  section  4;  a  strip  33  feet 
wide  along  the  east  side  of  the  W*^SE*^ 


NE^iSW^i,  section  10,  and  lot  5,  section 
16,  are  patented. 

3.  The  lands  are  withdrawn  either  for 
the  Olympic  National  Park,  or  the 
Olympic  National’ Forest. 

4.  Until  10:00  am.  on  March  23,  1961, 
the  national  forest  lands  shall  be  open 
only  to  application  by  the  State  of  Wash¬ 
ington  under  any  statute  or  regulation 
applicable  thereto  for  the  reservation  to 
it  or  to  any  of  its  political  subdivisions  of 
any  of  the  lands  required  as  a  right-of- 
way  for  a  public  highway  or  as  a  source 
of  materials  for  the  construction  and 
maintenance  of  such  highways,  as  pro¬ 
vided  by  Section  24  of  the  Federal  Power 
Act  of  1920,  as  amended. 

5.  Commencing  at  10:00  am.  on  March 
23,  1961,  the  national  forest  lands  shall 
be  open  to  such  other  forms  of  disposi¬ 
tion  as  may  by  law  be  made  of  national 
forest  lands. 

6.  The  national  forest  lands  have  been 
open  to  location  under  applicable  mining 
laws,  and  to  application  and  offers  under 
the  mineral  leasing  laws. 

Inquiries  concerning  the  lands  should 
be  addressed  to  the  Manager,  Land  Of¬ 
fice,  Bureau  of  Land  Management,  Spo¬ 
kane,  Washington. 

George  W.  Abbott, 
Assistant  Secretary  of  the  Interior. 

December  21. 1960. 

[P.R.  Doc.  60-11989;  Piled,  Dec.  27,  1960; 

8:45  a.m.] 


[Public  Land  Order  2239 ] 

[Idaho  010989;  011339]  . 

IDAHO 

Power  Site  Cancellation  No.  142; 
Power  Site  Restoration  Nos.  559 
and  562;  Opening  Lands  From 
Power  Withdrawals;  (Power  Site 
Classification  No.  336;  Power  Site 
Reserves  Nos.  223,  134  and  221) 

1.  In  DA-522-  and  DA-527-Idaho,  the 
Federal  Power  Commission  determined 
that  the  value  of  the  followi’ng-described 
lands  would  not  be  injured  or  destroyed 
for  purposes  of  power  development  by 
location,  entry,  or  selection  imder  the 
public  land  laws,  subject  to  the  provi¬ 
sions  of  section  24  of  the  Federal  Power 
Act,  as  amended: 

Boise  Meridian 
In  DA-522 

T  12  N  R  18  E 

Sec.  24,  SEV4I^>/4  and  Ey2SEl^; 

Sec.  25.  lots  3,  4,  5,  6,  7.  NWy4NE>4, 
SEl^NW>/4.  and  NE^^SE^^; 

Sec.  26,  lot  1; 

Sec.  35.  lots  2,  3.  and  NEl^SEl^. 

X  14  N  R  18  E 

Sec.  2,  lots  3,  4.  SW^^NE^^.  8E^^NWV4.  and 

Ny2swy4; 

Sec.  3.NEl^SEl4. 

T.  12  N.,  R.  19  E., 

Sec.  5,  lot  4; 

Sec.  6,  lots  1.  2,  3,  6,  7.  8.  9,  10.  11.  12,  13. 

15,  SE«/4NWV4.  and  NE>4SW>A; 

Sec.  7,  lots  2,  3.  5.  6,  8.  11.  NW%NE14.  8E>/4 
NEV4.  and  SB^SWiA; 

Sec.8,WV4  SW>4; 

Sec.  17.  WV4NW^  and NW^SW]4; 

Sec.  ll  lots  2.  4,  6,  9,  11.  SE]4N1<^.  and 
NE»4SEV4; 
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RULES  AND  REGULATIONS 


Sec.  19.  lots  3.  6.  7. 
and  8Wy4SS>/4: 

Sec.  80.  lots  1. 3.  NW*^NE^/4.  and  8B»^NW^. 
T.  13  N..  R.  19  E.. 

Sec. 2. lot  4; 

Sec.  21.  lots  1. 2.  and  3; 

Sec.  28.  lots  5.  6, 7.  and  9; 

Sec.  29.  lots  4.  5.  and  NW>^8EV4: 

Sec.31.  EH8Ey4; 

Sec.  32.  lots  2.  3.  4.  8.  8,  9.  10.  11.  W»^NW»^. 

andSW>^SEI^; 

Sec.  33.NWV4NW»^. 

7  14  N  R  19  E 

Sec.  2.  lots  2!’ 8.  11.  SWy4NEJ4.  and  SWV4 
SEy4; 

Sec.  10.  Ey2SW>^; 

Sec.  11.  lots  1  and  4; 

Sec.  18,  lot  4; 

Sec.  14.EV4NEV4: 

Sec.  16.  B^NW>4; 

Sec.  23,  lots  1.  4,  and  5; 

Sec.  24,  lots  1. 2.  and  NW14SW1^. 

In  DA-527 

X  17  N.  R  24  E 

Sec.  ’5.  lot  1,  SE>^NEl^.  NEl^SEI^,  and 
S%SEy4; 

Sec.  8.  W^NEy4.  BV4NWy4.  and  Ey2SEy4; 

Sec.  9.SWV4SW^; 

Sec.  16,  SWV^SW'a; 

Sec.  22,  N^NV4; 

Sec.  23.  SW>^NWy4,  NEy4SWl^,  and  SEi/4 
SEy4; 

Sec.  26,NW^NWi^  andSEl^SE^. 

T.  18  N..  R.  24  E.. 

Sec.  4,  NW^^SW^^  and  SEV4SWV4; 

Sec.  9.E%Wy2: 

Sec.  16,  EV^Wyj; 

Sec.21,Ey2Wy2. 

T.  19  N.,R.  24  E.. 

Sec.  4,  lots  5,  and  7; 

Sec.  9.  lot  1; 

Sec.  16,SW»^NW»4  and  NWV4SWy4. 

T.  20  N.,  R.  24  E.. 

Sec.  32.  SW»^NE^^.  B^^NW^.  NW>/4SE',4. 
and  SB^SE^ . 

Tlie  areas  described  aggregate  ap¬ 
proximately  5,901  acres. 

2.  By  virtue  of  the  authority  vested  in 
the  President  by  section  1  of  the  act  of 
June  25.  1910  (36  Stat.  847;  43  U.S.C. 
141),  and  pursuant  to  Executive  Order 
No.  10355  of  May  26.  1952.  and  by  virtue 
of  the  authority  cmitained  in  secticai  1 
of  the  act  of  March  3,  1879,  and  as  Sec¬ 
retary  of  the  Interior,  and  pursuant  to 
the  determiimtion  of  the  Federal  Power 
Commission 'in  DA-522-Idaho  and  DA- 
527-Idaho.  it  is  ordered  as  follows: 

a.  The  Executive  order  of  November 
12, 1911,  establishing  Power  Site  Reserve 
No.  223,  and  the  departmental  order  of 
January  12,  1943,  establishing  Power 
Site  Classification  No.  336,  are  hereby 
revoked  so  far.  as  they  affect  the  follow¬ 
ing-described  lands  (DA-522) ; 

Boise  Meridian 

T.  12  N.,  R.  18  E.. 

Sec.  25,NWV4SWV4; 

Sec.35,WyjSE>,4. 

T.  12  N.,  R.  19  E., 

S€C.6.SWy4NWy4; 

Sec.  6,SE1^SEV4: 

Sec.  7,  lot  9; 

Sec.  18,SEt^SEV4: 

Sec.  19.  NE^NEi4  and  3EV4SEl^; 

Sec.  30.  lot  4  and  NEl^SWl^. 

T.  13  N.,  R.  19  E., 

Sec.  11,  NE^^SWy4; 

Sec.31,WV4SEV4. 

T.  14  N..  R.  19  E.. 

Sec.  ll,Ey2SE»^. 

b.  The  Executive  order  of  February  28, 
1912,  establishing  Power  Site  Reserve  No. 
221,  and  the  departmental  order  ,of 


March  30,  1910,  establishing  Power  Site 
Reserve  No.  134,  are  hereby  revoked  so 
far  as  they  affect  the  following-described 
lands  (DA-527): 

Boise  Meridian 

T.  17  N.,  R.  24  E., 

Sec.  8.NW%SEl^; 

Sec.  26.  SWy4NW^^  and  NWV4SWy4. 

X  18  N  R  24  E 

Sec.  ’4,  W^/2NW^^,  SE»4NW»4,  and  NE*,4 

swy4. 

X  19  N  R  24  E 

Sec.  4.  lots  3.  4.  6,  SE«4NWy4.  and  NE*/* 

swy4; 

Sec.  9,  lots  2,  3.  and  4; 

Sec.  16.  WyaNE^,  NViNWy*.  SE^^NWy4. 
and  NE^^SW^^; 

Sec.  21,  SEV4NW^^,  NEy4SWl^.  and  SW»,4 
SEy4; 

Sec.  28.  NEy4NEy4,  SE^^SW%,  and  NWV4 
SEy4; 

Sec.  33,  E>/aNW*/4  and  NE^4SW^^. 

T.  20  N.,  R.  24  E., 

Sec.29.SEl^SWl^: 

Sec.  32.  NB»4SEy4 ; 

Sec.  33.  SW>4SWV4. 

T.  17  N.,  R.  26  E.. 

Sec.32.  SEy4SWy4. 

The  areas  described  aggregate  ap¬ 
proximately  2,024  acres. 

3.  The  following  lands  will  remain  in 
existing  withdrawals  for  reclamation 
and  power  purposes: 

T,  12  N.,  R.  18  E., 

Sec.  25.  lots  3  to  7,  Incl  and  SE‘4NWy4. 

T.  14  N.,  R.  18  E.. 

Sec.  2.  lots  3.  4.  SW>4NE>4,  SEy4NW>/i. 
and  NyaSW>4. 

T.  14  N..  R.  19  E., 

Sec.  2,  lot  2; 

Sec.  10,Ey2SW^^: 

Sec.  15.E''2NW»^. 

4.  The  S>2NWV4.  section  15.  T.  19  N., 
R.  24  E.,  is  withdrawn  for  the  Salmon 
National  Forest. 

5.  The  lands  are  situated  in  part 
within  the  main  valley  of  the  Lemhi 
River  drainage,  and  in  part  near  the 
main  Salmon  River.  Vegetation  consists 
of  sage  brush  and  native  grasses.  To¬ 
pography  ranges  from  gently  to  severe 
undulating  and  steep  rocky  hillsides. 

6.  Subject  to  valid  existing  rights,  the 
provisions  of  existing  withdrawals,  and 
requirements  of  applicable  law,  the  lands 
are  hereby  opened  to  filing  of  applica¬ 
tions,  selections,  and  locations  in  accord¬ 
ance  with  the  following,  the  lands  de¬ 
scribed  in  paragraph  1  hereof,  being 
opened  subject  to  the  provisions  of 
section  24  of  the  Federal  Power  Act  as 
amended: 

a.  Applications  and  selections  under 
the  nonmineral  public  land  laws,  may  be 
presented  to  the  Manager  mentioned  be¬ 
low,  beginning  on  the  date  of  this  order. 
Such  applications  and  selections  will  be 
considered  as  filed  on  the  hour  and  re¬ 
spective  dates  shown  for  the  various 
classes  enumerated  in  the  following 
paragraphs: 

(1)  Applications  by  persons  having 
prior  existing  valid  settlement  rights, 
preference  rights  conferred  by  existing 
laws,  or  equitable  claims  subject  to  al¬ 
lowance  and  confirmation  will  be  adjudi¬ 
cated  on  the  facts  presented  in  support 
of  each  claim  or  right.  All  applications 
presented  by  persons  other  than  those 
referred  to  in  this  paragraph  will  be 
subject  to  the  applications,  and  claims 
mentioned  in  this  paragraph. 


<2)  Until  10:00  a.m.  on  June  22,  1961, 
the  State  of  Idaho  shall  have  a  preferred 
right  of  application  to  select  the  lands  in 
accordance  with  and  subject  to  the  pro¬ 
visions  of  subsection  (c)  of  section  2  of 
the  act  of  August  27,  1958  (72  Stat.  928; 
43  U.S.C.  851-852),  and  the  regulations 
in  43  CFR.  During  this  period  the  State 
may  also  apply  for  the  reservation  to  it 
or  to  any  of  its  political  subdivisions 
under  any  law  or  regulation  applicable 
thereto,  of  any  of  the  lands,  required  for 
rights-of-way  or  materials  sites,  in  ac¬ 
cordance  with  the  provisions  of  section 
24  of  the  Federal  Power  Act,  supra. 

(3)  All  valid  applications  and  selec¬ 
tions  under  the  nonmineral  public  land 
laws  presented  prior  to  10:00  a.m.  on 
June  22,  1961,  will  be  considered  as 
simultaneously  filed  at  that  hour. 
Rights  under  such  applications  and 
selections  filed  after  that  hour  will  be 
governed  by  the  time  of  filing. 

b.  The  lands  have  been  open  to  appli¬ 
cations  and  offers  under  the  mineral 
leasing  laws,  and  to  location  under  the 
United  States  mining  laws  pursuant  to 
the  act  of  August  11,  1955  (69  Stat.  682; 
30  U.S.C.  621). 

7.  Persons  claiming  preference  rights 
based  upon  valid  settlement,  statutory 
preference,  or  equitable  claims  must 
enclose  propei’ly  corroborated  statements 
in  support  of  their  applications,  setting 
forth,  all  facts  relevent  to  their  claims. 

Inquiries  concerning  the  lands  should 
be  addi’essed  to  the  Manager.  Land  Office, 
Bureau  of  Land  Management,  Boise. 
Idaho. 

George  W.  Abbott, 
Assistant  Secretary  of  the  Interior. 

December  21. 1960. 

I  P  R.  Doc.  60-11990;  Piled,  Dec.  27,  1960; 

8:45  a.m.] 


I  Public  Land  Order  2240  j 
(Idaho  011466] 

IDAHO 

Partly  Revoking  Reclamation  With¬ 
drawal  (Minidoka  Project) 

By  virtue  of  the  authority  contained 
in  section  3  of  the  Act  of  June  17,  1902 
(32  Stat.  388;  43  U.S.C.  416),  it  is  or¬ 
dered  as  follows; 

1.  The  departmental  order  of  March 
18,  1908,  withdrawing  the  following- 
described  lands  for  reclamation  purposes 
in  connection  with  the  Minidoka  Proj¬ 
ect  is  hereby  revoked: 

Boise  Meridian 

'7'  'T  Q  T>  OA  W 

sec'.’as,  swy4swy4sivy4. 

Containing  10  acres. 

2.  Subject  to  any  existing  valid  rights 
and  the  requirements  of  applicable  law, 
the  lands  are  hereby  opened  to  filing 
applications,  selections,  and  locations 
in  accordance  with  the  following: 

a.  Applications  and  selections  under 
the  nonmineral  public  land  laws  may  be 
presented  to  the  Manager  mentioned  be¬ 
low,  beginning  on  the  date  of  this  order. 
Such  applications,  selections,  and  offers 
will  be  considered  as  filed  on  the  hour 
and  respective  dates  shown  for  the  vari- 
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ous  classes  enumerated  in  the  following 
paragraphs: 

(1)  Applications  by  persons  having 
prior  existing  valid  settlement  rights, 
preference  rights  conferred  by  existing 
laws,  or  equitable  claims  subject  to  allow¬ 
ance  and  confirmation  will  be  adjudi¬ 
cated  on  the  facts  presented  in  support 
of  each  claim  or  right.  All  applications 
presented  by  persons  other  than  those 
referred  to  in  this  paragraph  will  be 
subject  to  the  applications  and  claims 
mentioned  in  this  paragraph. 

(2)  All  valid  applications  and  selec¬ 
tions  under  the  nonmineral  public  land 
laws  presented  prior  to  10:00  a.m.  on 
January  26.  1961.  will  be  considered  as 
simultaneously  filed  at  that  hour.  Rights 
under  such  applications  and  selections 
filed  after  that  hoiur  will  be  governed  by 
the  time  of  filing. 

3.  The  lands  have  been  open  to  appli¬ 
cations  and  offers  under  the  mineral 
leasing  laws.  They  will  be  open  to  loca¬ 
tion  under  the  mining  laws  beginning  at 
10:00  am.  on  January  26.  1961.  (The 
State  of  Idaho  has  waived  its  preference 
rights  of  application  under  subsection  (c) 
of  section  2  of  the  Act  of  August  27. 1958 
(72  Stat.  928;  43  U.S.C.  416) ) . 

Inquiries  concerning  the  lands  shall  be 
addressed  to  the  Manager.  Land  Office. 
Bureau  of  I.and  Management.  Boise. 
Idaho. 

George  W.  Abbott. 

Assistant  Secretary  of  the  Interior. 

December  21.  1960. 

[F.R.  Doc.  60-11991;  PUed,  Dec.  27,  1960; 

8:45  ajon.] 


[Public  Land  Order  2:141  ] 

[1905869] 

CALIFORNIA 

Opening  Lands  Withdrawn  in  Power 
Project  No.  1870 

1.  The  Federal  Power  Commission, 
under  provisions  of  section  24  of  the  Fed¬ 
eral  Power  Act  has  vacated  the  with¬ 
drawal  of  the  following-described  lands, 
created  by  the  filing  on  December  18. 
1941.  by  Southern  California  Edison 
Company.  Ltd.,  of  an  application  for 
preliminary  permit  for  proposed  Project 
No.  1870: 

Mount  Diablo  Meridian 

T.  9  S.,  R.  23  E.. 

Sec.  9, 

Sec.  11.  S>^NEV4NEi4.  Si/jNEVi.  SE>4 
NWV4,  N»/4NEUSE>4.  W'/aSE>/4.  E»/2SW^^. 
andE>/iWViSWV4; 

Sec.  12.  SVaNi/a.  Si^NJ^NWV^,  N'/aSEii. 

SEV4SE>4.  NVaNyaSwy*; 

Sec.  13,  NEy4NE>/4; 

Sec.  14,  W>/iNEV4.  EViNW%,  SW»4NWy4, 
EV4NW»4NWyi.  NW«,4SE%.  N»4SWy4. 
SW»4SWyi.  and  NV4SEy4SW%; 

Sec.  16.  SV4SyaNE^^.  W»^NW%.  SyaS*V4 
NWV4,  NyjSVi.  SE>^SE»^.  NyaSWy4SEV4, 
and  SE»/4SW^SE»4; 


Sec.  16.  E%.NHNE^^NW^^.S%SEy4NW^^, 
and  SW»^; 

Sec.  17.  S%; 

Sec.  18,Ei^SEV4: 

Sec.  20.  SB^NSI^.  and  NV^SW^ 

NEy4; 

Sec.  21.  NyaNEl^.  NyaSEy4NEi4,  SWl^ 
SE^^NEl^.  SW»^NE^^,  NW^^,  NW^^SE^^, 
and  NBl^SWI^. 

T.  9  S.,  R.  24  E.. 

Sec.  7,  lot  4; 

Sec.  17.  lots  2  and  3; 

Sec.  18,  lots  6  to  10  Incl. 

The  areas  described  aggregate  3,462.25 
acres. 

2.  All  the  lands  are  in  the  Sierra 
National  Forest.  All  the  lands  are  in¬ 
cluded  in  other  withdrawals  for  power 
purposes  except  the  following: 

Mount  Diablo  Meridian 

T.  9  S.,  R.  23  E.. 

Sec.  9,  SyaSI^SE^4; 

Sec.  12.  SEV4NE>4  and  SVa  NyaNW>/4: 

Sec.  16,  NW»4NWi4; 

Sec.  16.  Ny2NEV4  and  N^/iNE^^NW^^; 

Sec.  20.  SE%NEV4; 

Sec.  21.  NW%.  NE>4SW>4,  and  NEy4SE>,4 
NE>,4. 

^gregating  510  acres. 

3.  The  following-described  lands  in 
Power  Site  Classification  No.  138  for 
transmission  line  purposes  are  subject 
to  the  general  determination  of  the  F^- 
eral  Power  Commission  of  April  17,  1922. 

Mount  Diablo  Meridian 
T.  9S.,  R.  23  E.. 

Sec.  15,  SV4SV4NE»4  and  sy2SEy4NWi4: 

Sec.  16,  N»4NEV4. 

Aggregating  140  acres. 

4.  Until  10:00  a.m.  on  March  23,  1961. 
the  State  of  California  shall  have  a  pre- 
feiTed  right  to  apply  under  any  statute 
or  regulation  applicable  thereto,  for  the 
reservation  to  the  State  or  to  any  of  its 
political  subdivisions  of  any  of  the  lands 
described  in  paragraphs  2  and  3  of  this 
order  requii'^  as  a  right-of-way,  or  as 
a  source  of  materials  for  the  construc¬ 
tion  and  maintenance  of  such  highways, 
pursuant  to  the  provisions  of  section  24 
of  the  Federal  Power  Act  of  1920,  as 
amended. 

5.  At  10:00  a.m.  on  March  23,  1961, 
the  lands  described  in  paragraphs  2  and 
3  of  this  order  shall  be  open  to  such 
forms  of  disposition  as  may  by  law  be 
made  of  nationsd  forest  lands,  any  dis¬ 
position  of  the  lands  described  in  para¬ 
graph  3,  however,  to  be  subject  to  the 
provisions  of  section  24  of  the  Federal 
Power  Act. 

Inquiries  concerning  the  lands  shall 
be  addressed  to  the  Manager,  Land  Of¬ 
fice.  Bureau  of  Land  Management.  Sac¬ 
ramento,  California. 

George  W.  Abbott, 
Assistant  Secretary  of  the  Interior. 

December  21,  1960. 

1F.R.  Doc.  60-11992;  Piled,  Dec.  27.  1960; 
8:45  am.] 


Title  47— TaECOMMUNiCATION 

Chapter  I — Federal  Communications 
Commission 

Washington  25,  D.C. 

[PCC  60-1625] 

PART  7— STATIONS  ON  LAND  IN  THE 
MARITIME  SERVICES 

PART  8— STATIONS  ON  SHIPBOARD 
IN  THE  MARITIME  SERVICES 

Radiotelephony  for  Navigational 
Communications 

In  the  matter  of  radiotelephony  for 
navigational  communications.  Exten¬ 
sion  of  time  to  file  applications  and  dele¬ 
tion  of  termination  date  of  initial 
licenses  for  the  frequency  156.65  Me. 

At  a  session  of  the  Federal  Communi¬ 
cations  Commi.ssion  held  at  its  offices  in 
Washington,  D.C.,  on  the  21st  day  of 
December  1960; 

The  Commission  having  under  con¬ 
sideration  the  above-captioned  matter; 

It  appearing  that  the  Commission  has 
provided  for  an  operational  evaluation 
trial  period  for  radiotelephone  communi¬ 
cation  to  be  conducted  on  a  single  short- 
range  frequency  (VHP  156.65  Me)  for  the 
exchange  of  marine  navigational  infor¬ 
mation  and  related  emergency  messages 
directly  between  navigating  personnel 
stationed  on  the  bridges  of  ships  at  sea 
and  on  inland  waters,  and  between  ship 
aiid  shore  stations  concerned  witli  the 
safe  movement  of  ships  through  locks 
and  bridge  structures  spanning  inland 
waters;  and 

It  further  appearing  that  the  present 
provisions  of  Parts  7  and  8  of  the  Com¬ 
mission’s  rules  prohibit  the  filing  of  ap¬ 
plications  after  December  31,  1960,  for 
limited  coast  stations  (developmental), 
marine  utility  (developmental),  and/or 
limited  ship  stations  (developmental)  on 
the  frequency  156.65  Me,  and  also  pro¬ 
vide  that  all  initial  licenses  for  such 
frequency  shall  terminate  April  1,  1961; 
and 

It  further  appearing  that  the  time 
limit  for  filing  such  applications  should 
be  extended  indefinitely  and  provision 
made  for  the  issuance  of  initial  licenses 
for  a  full  one-year  period  in  order  to 
allow  the  Commission  additional  time  to 
consider  this  matter;  and 

It  further  appearing  that  the  provi¬ 
sions  of  section  4  (a)  and  (b)  of  the  Ad¬ 
ministrative  Procedure  Act  need  not  be 
complied  with  (1)  since  the  amendments 
herein  ordered  delete  certain  obsolete  re¬ 
quirements  and  are  of  minor  effect  in 
that  there  is  no  change  in  the  nature  of 
the  developmental  operation  authorized; 
(2)  since  it  is  impracticable  to  follow  the 
rule  making  procedure  in  view  of  the 
cut-off  date  of  December  31, 1960,  for  the 
filing  of  applications  for  the  above-men- 
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tioned  stations;  and  (3)  since  the  present 
rule  indicates,  with  respect  to  the  exten¬ 
sion  of  the  time  limit  on  the  filing  of  ap¬ 
plications,  that  the  Commission  may,  in 
its  discretion,  take  any  action  it  deemed 
appropriate;  and 

It  further  appearing  that,  for  the  same 
reasons  and  because  the  rule  amend¬ 
ments  herein  ordered  relieve  restrictions 
which  would  otherwise  be  applicable,  the 
provisions  of  Section  4(c)  of  the  Admin¬ 
istrative  Procedure  Act  need  not  be  com¬ 
plied  with; 

It  is  ordered.  That  pursuant  to  section 
303 (r)  of  the  Communications  Act  of 
1934,  as  amended.  Parts  7  and  8  of  the 
Commission’s  rules  are  amended  as  set 
forth  below,  effective  December  30, 1960. 

'  Released:  December  22,  1960. 

(Sec.  4,  48  Stat.  1066,  as  amended;  47  U.S.C. 
154.  Interprets  or  applies  sec.  303,  48  Stat. 
1082,  as  amended;  47  U.S.C.  308) 

Federal  Communications 
Commission, 

Ben  P.  Waple, 

Acting  Secretary. 

A.  Part  7  is  amended  as  follows: 

1.  Section  7.506(b)(2)  is  amended  to 
read  as  follows: 

§  7.506  Report  of  opt'ralion  required. 

•  •  *  *  « 

(b)  *  •  * 

(2)  A  r^iort  on  the  results  of  the  de¬ 
velopmental  program  shall  be  filed  by 
each  licensee,  or  by  one  or  more  such 
licensees  acting  jointly  as  a  coordinated 
group,  within  60  days  of  the  expiration 
of  each  developmental  station  license. 

2.  The  text  of  §  7.508  is  deleted  and  the 
word  “[Reserved]”  is  inserted  in  lieu 
thereof,  as  follows: 

§  7.508  [Reserved] 

3.  Section  7.509  is  amended  to  read  as 
follows: 

§  7.509  Time  limit  on  filing  of  initial 
applications  for  operation  on  156.65 
Me. 

Applications  for  develotmiental  limited 
coast  station  licenses  to  authorize,  initi¬ 
ally.  operation  on  the  radio  channel  of 
which  156.65  Me  is  the  authorized  car¬ 
rier  frequency  may  be  filed  until  such 
time.  In  the  discretion  of  the  Commis¬ 
sion.  a  need  develops  for  discontinuance 
of  this  category  of  application. 


B.  Part  8  is  amended  as  follows: 

1.  Section  8.436(b)(3)  Is  amended  to 
read  as  follows: 

§  8.436  Report  of  operation  required. 
***** 

(b)  •  •  * 

(3)  A  report  on  the  results  of  the  de¬ 
velopmental  program  shall  be  filed  by 
each  licensee,  or  by  one  or  more  such 
licensees  acting  jointly  as  a  coordinated 
group,  within  60  days  of  the  expiration 
of  each  developmental  station  license. 

2.  The  text  of  §  8.438  is  deleted  and  the 
word  “fResei-vedl”  is  inserted  in  lieu 
thereof,  as  follows : 

§  8.438  [Rc^crved] 

3.  Section  8.439  is  amended  to  read  as 
follows: 

§  8.439  Time  limit  on  filing  of  initial 
applicatioiiN  for  operation  on  156.65 
Me. 

Applications  for  developmental  ship 
station  licenses  to  authorize,  initially, 
operation  on  the  radio  channel  of  which 
156.65  Me  is  the  authorized  carrier  fre¬ 
quency  may  be  filed  until  such  time,  in 
the  discretion  of  the  Commission,  a  need 
develops  for  the  discontinuance  of  this 
category  of  application. 

[PH.  Doc.  60-12028;  PUed,  Dec.  27,  1960; 
8:49  a.m.] 


Title  49— TRANSPORTATION 

Chapter  I — Interstate  Commerce 
Commission 

PART  120— ANNUAL,  SPECIAL  OR 
PERIODICAL  REPORTS 

Railroad  Annual  Report  Form  C 

At  a  session  of  the  Interstate  Com¬ 
merce  Commission.  Division  2,  held  at  its 
office  in  Washington,  D.C.,  on  the  30th 
day  of  November  A.D.  1960. 

The  matter  of  annual  reports  of  line- 
haul  and  switching  and  terminal  rail¬ 
road  companies  of  Class  n  being  under 
further  consideration,  and  the  changes 
to  be  made  by  this  order  being  minor 
changes  in  the  data  to  be  furnished,  rule- 
making  procedures  under  section  4(a)  of 
the  Administrative  Procedure  Act,  5 
U.S.C.  1003,  being  deemed  unnecessary: 


It  is  ordered.  That  §  120.12  of  the  order 
of  December  2,  -1959,  in  the  matter  of 
Railroad  Annual  Report  Form  C,  be,  and 
it  is  hereby,  modified  and  amended,  with 
respect  to  annual  reports  for  the  year 
ended  December  31, 1960,  and  subsequent 
years,  to  read  as  shown  below. 

It  is  further  ordered.  That  §  120.12,  be, 
and  it  is  hereby,  modified  and  amended 
to  read  as  follows : 

§  120.12  Form  preM'ribcd  for  Clus!(  II 
railroads. 

Commencing  with  the  year  ended  De¬ 
cember  31,  1960,  and  for  subsequent 
years  thereafter,  until  further  order,  all 
line-haul  and  switching  and  terminal 
railroad  companies  of  Class  II,  as  de¬ 
scribed  in  §  126.1  of  this  chapter,  all 
carriers  with  average  annual  operating 
revenues  of  less  than  $3,000,000,  subject 
to  the  provisions  of  section  20,  part  I  of 
the  Interstate  Commerce  Act,  are  re¬ 
quired  to  file  annual  reports  in  accord¬ 
ance  with  Railroad  Annual  Report  Form 
C,  which  is  attached  to  and  made  a  part 
of  this  section.*  Such  annual  report  shall 
be  filed  in  duplicate  in  the  Bureau  of 
Transport  Economics  and  Statistics,  In¬ 
terstate  Commerce  Commission,  Wash¬ 
ington  25,  D.C.,  on  or  before  March  31 
of  the  year  following  the  year  to  which 
it  relates. 

(Sec.  12,  24  Stat.  383,  as  amended;  49  U.S.C. 
12.  Interpret  or  apply  sec.  20,  24  Stat.  386, 
as  amended;  49  U.S.C.  20) 

And  it  is  further  ordered.  That  copies 
of  this  order  and  of  Annual  Report  Form 
C  shall  be  served  on  all  line-haul  and 
switching  and  terminal  railroad  com¬ 
panies  of  Class  II,  subject  to  the  provi¬ 
sions  of  section  20,  part  I,  of  the  Inter¬ 
state  Commerce  Act,  and  upon  every 
receiver,  trustee,  executor,  administrator 
or  assignee  of  any  such  railroad  com¬ 
pany,  and  that  notice  of  this  order  shall 
be  given  to  the  general  public  by  deposit¬ 
ing  a  copy  in  the  office  of  the  Secretary 
of  the  Commission  at  Washington.  D.C., 
and  by  filing  it  with  the  Director,  Of¬ 
fice  of  the  Federal  Register. 

By  the  Commission,  Division  2. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[F.R.  Doc.  60-12003;  Filed,  Dec  27,  1960; 

8:46  a.m.] 

^  Filed  as  part  of  the  original  document. 
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DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  (1954)  Part  1  1 

INCOME  TAX;  TAXABLE  YEARS  BE¬ 
GINNING  AFTER  DECEMBER  31, 
1953 

Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  comments  or  sug¬ 
gestions  pertaining  thereto  which  are 
submitted  in  writing,  in  duplicate,  to  the 
Commissioner  of  Internal  Revenue,  At¬ 
tention:  T:P,  Washington  25,  D.C., 
within  the  period  of  30  days  from  the 
date  of  publication  of  this  notice  in  the 
Fedekal  Register.  Any  person  submit¬ 
ting  written  comments  or  suggestions 
who  desires  an  opportunity  to  comment 
orally  at  a  public  hearing  on  these  pro¬ 
posed  regulations  should  submit  his  re¬ 
quest,  in  writing,  to  the  Commissioner 
within  the  30-day  period.  In  such  a  case, 
a  public  hearing  will  be  held,  and  notice 
of  the  time,  place,  and  date  will  be 
published  in  a  subsequent  issue  of  the 
Federal  Register.  The  proposed  regula¬ 
tions  are  to  be  issued  under  the  author¬ 
ity  contained  in  section  7805  of  the  In¬ 
ternal  Revenue  Code  of  1954  (68A  Stat. 
917;  26  U.S.C.  7805). 

[SEAL]  Charles  I.  Fox, 

Acting  Commissioner  of 
Internal  Revenue. 

The  following  regulations  are  hereby 
prescribed  under  sections  382  (relating 
to  special  limitations  on  net  operating 
loss  carryovers)  and  394  (relating  to  ef¬ 
fective  date  of  part  V,  subchapter  C, 
chapter  1)  of  the  Internal  Revenue  Code 
of  1954: 

§  1.382(a)  Statutory  provisions;  special 
limitations  on  net  operating  loss 
carrj’overs;  purchase  of  a  corpora¬ 
tion  and  change  in  its  trade  or  busi¬ 
ness. 

Ssc.  382.  Special  limitations  on  net  oper¬ 
ating  loss  carryovers — (a)  Purchase  of  a  cor¬ 
poration  and  change  in  its  trade  or  busi¬ 
ness — (1)  In  general.  'It,  at  the  end  of  a 
taxable  year  of  a  corporation — 

(A)  Any  one  or  more  of  those  persons  de¬ 
scribed  in  paragraph  (2)  own  a  percentage  of 
the  total  fair  market  value  of  the  outstand¬ 
ing  stock  of  such  corporation  which  Is  at 
least  60  percentage  points  more  than  such 
person  or  persons  owned  at — 

(I)  The  beginning  of  such  taxable  year,  or 

(II)  The  beginning  of  the  prior  taxable 
year, 

(B)  The  Increase  In  percentage  points  at 
the  end  of  such  taxable  year  Is  attributable 
to 

(1)  A  piurchase  by  such  person  or  persons 
of  such  stock,  the  stock  of  another  corpora¬ 
tion  owning  stock  In  such  coiporatlon,  or 
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an  Interest  In  a  partnership  or  trust  owning 
stock  In  such  corporation,  or 

(11)  A  decrease  In  the  amount  of  such 
stock  outstanding  or  the  amount  of  stock 
outstanding  of  another  corporation  owning 
stock  In  such  corporation,  except  a  decrease 
resulting  from  a  redemption  to  pay  death 
taxes  to  which  section  303  applies,  and 

(C)  Such  corp>oratlon  has  not  continued 
to  carry  on  a  trade  or  business  substantially 
the  same  as  that  conducted  before  any 
change  In  the  percentage  ownership  of  the 
fair  market  value  of  such  stock, 

the  net  operating  loss  carryovers.  If  any, 
from  prior  taxable  years  of  such  corporation 
to  such  taxable  year  and  subsequent  taxable 
years  shall  not  be  included  In  the  net  operat¬ 
ing  loss  deduction  for  such  texable  year 
and  subsequent  taxable  ye^. 

(2)  Description  of  person^  persons.  The 
person  or  persons  referred  to  In  paragraph 
(1)  shall  be  the  10  persons  (or  such  lesser 
number  as  there  are  persons  owning  the 
outstanding  stock  at  the  end  of  such  taxable 
year)  who  own  the  greatest  percentage  of 
the  fair  market  value  of  such  stock  at  the 
end  of  such  taxable  year;  except  that.  If  any 
other  person  owns  the  same  percentage  of 
such  stock  at  such  time  as  Is  owned  by  one 
of  the  10  persons,  such  person  shall  also  be 
Included.  If  any  of  the  persons  are  so 
related  that  such  stock  owned  by  one  Is 
attributed  to  the  other  under  the  rules  speci¬ 
fied  In  paragraph  (3),  such  persons  shall 
be  considered  as  only  one  person  solely  for 
the  purpose  of  selecting  the  10  persons 
(more  or  less)  who  own  the  greatest  per¬ 
centage  of  the  fair  market  value  of  such 
outstanding  stock. 

(3)  Attribution  of  ownership.  Section  318 
(relating  to  constructive  ownership  of  stock) 
shall  apply  In  determining  the  ownership 
of  stock,  except  that  section  318(a)  (2)  (C) 
shall  be  applied  without  regard  to  the  50 
percent  limitation  contained  therein. 

(4)  Definition  of  purchase.  For  purposes 
of  tols  subsection,  the  term  “purchase” 
means  the  acquisition  of  stock,  the  basis  of 
which  Is  determined  solely  by  reference  to 
Its  cost  to  the  holder  thereof.  In  a  transaction 
from  a  person  or  persons  other  than  the 
person  or  persons  the  ownership  of  whose 
stock  would  be  attributed  to  tlie  holder  by 
application  of  paragraph  (3). 

§  1.382(a)— 1  Purchase  of  a  corporation 
and  change  in  its  trade  or  business. 

(a)  In  general.  (1)  Section  382(a) 
provides  for  the  complete  elimination  of 
the  net  operating  loss  carryovers  of  a 
corporation  (hereinafter  called  a  “loss 
corporation”)  if  certain  circumstances 
exist.  In  general,  section  382(a)  applies 
only  if,  at  the  end  of  a  loss  corporation’s 
taxable  year,  there  has  been  a  change 
(occurring  in  specified  ways)  since  the 
beginning  of  such  year,  or  since  the  be¬ 
ginning  of  the  prior  taxable  year,  of  at 
least  50  percent  in  the  ownership  of  the 
coi-poration’s  outstanding  stock  (here¬ 
inafter  called  a  “change  of  ownership”) , 
and  only  if  the  corporation  has  not  con¬ 
tinued  to  carry  on  substantially  the  same 
trade  or  business  as  that  conducted  be¬ 
fore  such  change.  If  section  382(a)  is 
applicable  at  the  end  of  a  taxable  year, 
then  the  entire  net  operating  loss  carry¬ 
overs  from  prior  taxable  years  of  such 
corporation  are  excluded  in  computing 
the  net  operating  loss  deduction  for  such 
taxable  year  and  for  subsequent  tax¬ 
able  years. 


(2)  For  purposes  of  this  section,  (i) 
section  318(a)  shall  apply  in  detennin- 
ing  ownership  of  stock,  except  that  sec¬ 
tion  318(a)  (2)  (C)  shall  be  applied  with¬ 
out  regard  to  the  50-percent  limitation 
contained  therein,  and  (il)  stock  ac¬ 
quired  by  the  exercise  of  an  option,  shall 
be  considered  as  having  been  acquired 
on  the  date  the  option  was  acquired. 
Thus,  if  A  acquires  on  December  15, 
1959,  an  option  to  purchase  50  percent  of 
the  outstanding  stock  of  X  Corporation 
and  if  A  acquires  the  stock  by  exercising 
the  option  on  January  15,  1961,  A  will 
be  considered  as  having  purchased  the 
stock  on  December  15, 1959. 

(3)  For  the  definition  of  the  term 
“stock”  as  used  in  this  section,  see 
§  1.382(c)-l. 

(b)  Circumstances  under  which  sec¬ 
tion  382(a)  is  applicable.  Section  382(a) 
applies  if,  at  the  end  of  a  taxable  year  of 
a  loss  corporation,  all  of  the  following 
circumstances  exist: 

(1)  Any  one  or  more  of  those  persons 
described  in  paragraph  (c)  of  this  sec¬ 
tion  own,  actirally  and  constructively,  a 
percentage  of  the  total  fair  market  value 
of  the  outstanding  stock  of  such  corpora¬ 
tion  which  is  at  least  50  percentage 
points  more  than  such  person  or  persons 
owned  at  the  beginning  of  such  taxable 
year  or  at  the  beginning  of  the  prior 
taxable  year; 

(2)  'Ihe  increase  in  percentage  points 
referred  to  in  subparagraph  (1)  of  this 
paragraph  is  attributable  to  (i)  a  pur¬ 
chase  or  purchases  (as  defined  in  section 
382(a)  (4)  and  paragraph  (e)  of  this  sec¬ 
tion)  by  the  person  or  persons  specified 
in  subparagraph  (1)  of  this  paragraph 
of  such  stock  or  the  stock  of  another 
corporation  owning  stock  In  such  loss 
corporation,  (il)  the  purchase  or  pur¬ 
chases  by  such  person  or  persons  of  an  ^ 
interest  in  a  partnership  or  trust  owning  " 
stock  in  such  loss  corporation,  (ili)  a  de¬ 
crease  in  the  amount  of  outstanding 
stock  of  such  loss  corporation  or  in  the 
amount  of  outstanding  stock  of  another 
corporation  owning  stock  in  such  loss 
corporation,  except  a  decrease  resulting 
from  a  redemption  to  pay  death  taxes  to 
which  section  303  applies,  or  (iv)  a  com¬ 
bination  of  the  transactions  described  in 
subdivisions  (i),  (ii),  and  (iii)  of  this 
subparagraph;  and 

(3)  The  loss  corporation  has  not  con¬ 
tinued  to  carry  on  a  trade  or  business 
substantially  the  same  as  that  conducted 
before  any  increase  in  percentage  points 
described  in  subparagraph  (2)  of  this 
paragraph. 

(c)  Description  of  person  or  persons. 
(1)  The  persons  specified  in  paragraph 
(b)(1)  of  this  section  shall  be  the  10 
persons  who  own,  actually  and  construc- 
t'  i^ely,  the  greatest  percentage  of  the  fair 
.narket  value  of  the  outstanding  stock  of 
a  loss  corporation  at  the  end  of  a  tax¬ 
able  year  (or  such  lesser  number  as 
there  are  persons  owning  the  outstand¬ 
ing  stock  at  the  end  of  such  taxable 
year),  except  that  if  any  two  or  more 
persons  own  the  same  percentage  of  such 
stock  and  it  is  necessary  to  include  one 
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such  person  in  order  to  select  the  10 
persons,  then  all  of  such  persons  shall 
be  included.  Any  such  persons  so  se¬ 
lected  who  are  so  related  that  stock 
owned  by  one  is  attributed  to  another 
under  the  constructive  ownership  rule 
specified  in  paragraph  (a)  (2)  of  this 
section  shall  be  considered  as  only  one 
person  solely  for  the  purpose  of  select¬ 
ing:  such  10  persons.  Although  con¬ 
sidered  as  one  person  fbr  purposes  of 
selecting  such  10  persons,  such  related 
persons  are  considered  as  separate  per¬ 
sons  for  all  other  purposes  of  section 
382(a). 

(2)  In  selecting  the  10  persons  (more 
or  less)  described  in  subparagraph  (1) 
of  this  paragraph,  the  following  pro¬ 
cedure  shall  be  us^: 

(i)  First,  determine  those  persons 
who  own,  actually  and  constructively, 
stock  of  the  loss  corporation  and  de¬ 
termine  the  fair  market  value  of  the 
stock  owned,  actually  and  constructive¬ 
ly.  by  such  persons. 

(ii)  Second,  select  from  such  persons 
the  number  of  persons  required  by  the 
first  sentence  of  subparagraph  (1)  of 
this  paragraph. 

(iii)  Third,  if  any  of  the  persons  so 
selected  are  so  relat^  that  stock  of  one 
is  attributed  to  another  under  the  rule 
specified  in  paragraph  (a)  (2)  of  this  sec¬ 
tion.  such  persons  shall  be  considered 
as  one  person. 

(iv)  ^urth,  if,  ds  the  result  of  con¬ 
sidering  two  or  more  persons  as  one  per¬ 
son,  the  number  of  persons  previously 
selected  drops  below  ten,  additional  per¬ 
sons  shall  be  selected  in  the  manner  pre¬ 
scribed  in  subdivision  (ii)  of  this 
subparagraph. 

(V)  Finally,  if  any  such  additional 
persons  are  related  imder  the  rule  speci¬ 
fied  in  paragraph  (a)  (2)  of  this  section 
to  persons  previously  selected,  or  to  one 
another,  then  the  principles  of  subdivi¬ 
sions  (iii)  and  (iv)  of  this  subparagraph 
shall  again  be  applied. 

(3)  The  application  of  this  paragraph 
may  be  illustrated  by  the  following 
example: 

Example.  (1)  Assume  that  the  outstand¬ 
ing  stodc  of  a  loss  corporation  (based  on 
fair  market  value)  Is  owned,  actually  and 
constructively,  at  the  end  of  a  taxable  year 
by  the  following  Individuals  and  partnership: 


Person 

Percentage 
of  stock 
actually 
owned 

1  Percentage 
of  stock 
owned 
actually 
and  con¬ 
structively 

A . . . 

15 

15 

B  (A’swife) . - . 

1  0  : 

I  15 

C  (A’s  son) . 

0 

1  IS 

D  (A’s  daughter) . 

II 

‘  15 

OH  (a  partnership) . 

(1 

20 

E . 

IG 

20 

F . 

15 

15 

Q  (a  50-percent  partner  in 
GH) . 

10 

15 

H  (a  SO-percent  partner  in 
OH) . 

10 

15 

I . 

5 

5 

J . 

5 

5 

K . 

5 

fl 

L  (E’s  grandson) . 

4 

4 

M . 

4 

4 

N . 

3 

0 . 

2 

2 

P . 

2 

2 

Q . 

2 

2 

R . 

2 

2 

(ii)  The  persons  selected  under  subpara¬ 
graph  (2)  (11)  of  this  paragraph  are  the 
following  12  persons:  A,  B,  C.  D,  partnership 
OH,  B,  F.  O,  H.  I,  J,  and  K  (I,  J,  and  K  must 
all  be  included  because  eac^  owns  the  same 
percentage  of  stock).  However,  A.  B,  C,  and 
D  are  considered  as  one  p>er8on  for  purposes 
of  this  paragraph  became  they  are  related 
under  the  rule  specified  in  paragraph  (a)(2) 
of  this  section,  and  G,  H,  and  partnership  OH 
are  considered  as  one  person  for  the  same 
reason.  Therefore,  it  is  necessary  to  select 
three  additional  persons,  L,  M,  and  N,  in 
order  to  reach  the  required  number  of  ten. 
However,  since  L  is  related  to  one  of  the 
persons  previously  selected,  he  cannot  be 
considered  a  separate  person.  It  therefore 
becomes  necessary  to  select  an  additional 
person  and  since  O,  P,  Q,  and  R  each  owns 
the  same  p>ercentage  of  stock,  they  all  must 
be  selected.  Accordingly,  the  10  persons 
(more  or  less)  who  own  the  greatest  percent¬ 
age  of  the  fair  market  value  of  the  outstand¬ 
ing  stock  are  i^ividuals  A  through  R  and 
partnership  OH. 

(d)  Change  of  ownership.  (1)  The 
determination  of  whether  a  change  of 
ownership  has  occurred  under  section 
382(a)  is  made  as  of  the  close  of  a  taxa¬ 
ble  year  of  a  loss  corporation.  A 
“change  of  ownership”  has  occurred  only 
if  the  stock  ownership  of  the  10  persons 
(more  or  less)  selected  under  paragraph 
(c)  of  this  section  has  increased  at  least 
50  percentage  points  using  a  prescribed 
period  and  such  increase  is  attributable 
to  a  transaction  or  transactions  de- 
sciibed  in  section  382  (a)(1)  (B)  and  in 
paragraphs  (e) ,  (f ) ,  and  (g)  of  this  sec¬ 
tion.  The  aggregate  increase  of  at  least 
50  percentage  points  during  a  prescribed 
one  time  during  the  taxable  year  or  dur¬ 
ing  the  prior  taxable  year,  or  may  take 
place  in  several  transactions  occurring 
during  such  2-year  period.  An  increase 
of  50  percentage  points  is  not  the  same 
thing  as  an  increase  of  50  percent.  Thus, 
a  stockholder  who  owns  4  percent  of  the 
fair  market  value  of  the  stock  of  a  cor> 
poration  and  who  increases  his  owner¬ 
ship  to  6  percent  has  had  a  50-percent 
increase  in  ownership  but  an  increase  in 
percentage  points  of  only  2. 

(2)  (i)  It  is  u^ecessary  to  determine 
whether  a  “change  of  ownership”  has 
occurred  unless,  as  of  the  end  of  any 
taxable  year  (hereinafter  called  a  “cur¬ 
rent  taxable  year”),  the  loss  corpora¬ 
tion  has  changed  its  trade  or  business 
after  the  date  of  the  first  increase  in  per¬ 
centage  points  during  such  taxable  year, 
or  during  the  prior  taxable  year,  which 
would  be  taken  into  accoimt  under  sub- 
paragraph  (3)  of  this  paragraph  in 
determining  whether  a  “change  of  own¬ 
ership”  has  ocicurred. 

(ii)  If,  as  of  the  end  of  the  current 
taxable  year,  the  loss  corporation  has 
changed  its  trade  or  business  after  the 
date  of  the  first  increase  in  percentage 
points  during  such  current  year,  then 
in  determining  whether  a  “change  of 
ownership”  has  occurred  it  is  first  neces¬ 
sary  to  compare  ownership  of  the  out¬ 
standing  stock  at  the  end  of  the  current 
taxable  year  with  such  ownership  at 
the  beginning  of  such  current  taxable 
year.  If  a  “change  of  ownership”  has 
not  occurred  as  a  result  of  such  com¬ 
parison.  then  it  is  necessary  to  compare 
ownership  of  the  outstanding  stock  at 
the  end  of  the  current  taxable  year  with 


such  ownership  at  the  beginnii^  of  the 
prior  taxable  year. 

(iii)  If,  as  of  the  end  of  the  current 
taxable  year,  the  loss  corporation  has 
not  changed  its  trade  or  business  after 
the  date  of  the  first  increase  in  percent¬ 
age  points  during  such  current  year,  but 
the  corporation  has  changed  its  trade 
or  business  after  the  date  of  the  first 
increase  in  percentage  points  during  the 
prior  taxable  year,  then  in  determining 
whether  a  “change  of  ownership”  has 
occurred  it  is  necessary  to  compare 
ownership  of  the  outstanding  stock  at 
the  end  of  the  current  taxable  year  with 
such  ownership  at  the  beginning  of  the 
prior  taxable  year. 

(iv)  For  purposes  of  subdivisions  (ii) 
and  (iii)  of  this  subparagraph,  an  in¬ 
crease  in  percentage  points  means  only 
an  increase  in  percentage  ownership 
which  would  be  taken  into  account  un¬ 
der  subparagraph  (3)  of  this  paragraph 
in  determining  whether  a  “change  of 
ownership”  has  occurred. 

(v)  A  loss  corporation  has  changed  its 
trade  or  business  during  a  period  be¬ 
tween  one 'date  and  another  date  only  if, 
as  of  the  later  date,  the  corporation  has 
not  continued  to  carry  on  a  trade  or 
business  substantially  the  same  as  that 
conducted  immediately  before  the  earlier 
date.  See  paragraph  (h)  of  this  section 
for  rules  relating  to  change  in  trade  or 
business. 

(3)  In  determining  whether  a  “change 
of  ownership”  has  occurred,  the  follow¬ 
ing  procedure  shall  be  used: 

(i)  First,  as  of  the  close  of  a  taxable 
year,  the  percentage  of  the  total  fair 
market  value  of  stock  owned,  actually 
and  constructively,  by  each  of  the  10 
persons  (more  or  less)  selected  under 
paragraph  (c)  of  this  section  shall  be 
computed.  For  this  purpose,  each  person 
included  in  selecting  such  10  persons 
shall  be  treated  as  a  separate  person 
even  though  any  such  persons  are  con¬ 
sidered  as  only  one  person  under  such 
paragraph  (c)  in  selecting  the  10  persons 
who  own  the  greatest  percentage  of  the 
fair  market  value  of  the  outstanding 
stock. 

(ii)  Second,  the  percentage  of  the  to¬ 
tal  fair  market  value  of  stock  owned, 
actually  and  constructively,  by  each  of 
such  persons  as  of  the  beginning  of  the 
current  taxable  year  or  the  prior  taxable 
year,  whichever* is  applicable,  shall  be 
computed. 

(iii)  Third,  after  computing  the  per¬ 
centage  of  the  total  fair  market  value  of 
stock  owned  by  each  of  the  persons  as  of 
the  close  of  the  current  taxable  year  and 
as  of  the  beginning  of  the  applicable 
year,  a  comparison  shall  be  made  be¬ 
tween  the  percentages  owned  by  each 
such  person  as  of  each  such  date. 

(iv)  Fourth,  with  respect  to  each  per¬ 
son  who  sustained  an  increase  in  per¬ 
centage  ownership,  the  portion  of  such 
increase  which  is  attributable  to  a 
transaction  or  transactions  described  in 
paragraphs  (e),  (f),  and  (g)  of  this 
section  shall  be  determined. 

(V)  Finally,  the  increases  in  percent¬ 
age  ownership  attributable  to  such 
transaction  or  transactions  shall  be 
totaled  and  the  resulting  figure  shall  be 
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used  in  determining  whether  a  “change 
of  ownership”  has  occurred. 

(4)  This  paragraph  may  be  illustrated 
by  the  following  examples: 

Example  (i).  Assume  that  a  loss  corpora¬ 
tion  has  changed  its  trade  at  business  dur¬ 
ing  the  current  taxable  year  ending  on 
December  31, 1960.  Assume  further  that  the 
following  table  shows  the  percentage  of  the 
fair  market  value  of  the  outstanding  stock 
owned  by  each  stockholder  as  of  Decem¬ 
ber  31,  1960,  and  the  percentages  owned  by 
such  stockholders  as  of  January  1,  1960,  and 
January  1,  1959.  The  percentage  of  stock 
actually  owned  Is  followed  in  parentheses 
by  the  percentage  owned  actually  and  con¬ 
structively  under  section  318(a).  It  is  as¬ 
sumed  that  all  increases  in  actual  ownership 
are  attributable  to  a  purchase  or  purchases 
of  stock  described  in  paragraph  (e)  of  this 
section. 


stockholder 

Dec.  31, 
1060 

Jan.  1, 
1960 

Perunt 

Percent 

A . 

10(23) 

16(16) 

B  (A’s  wife) . 

10(23) 

0(16) 

0 . 

10(26) 

10(26) 

D  (O’s  wife) . 

5(26) 

6(26) 

£  (son  of  0  and  D) . 

6(20) 

5(20) 

F  (daughter  of  0  and 

D) . 

6(20) 

6(20) 

0 . 

10(10) 

10(10) 

H . 

6(  6) 

0(  0) 

I . 

6(  6) 

0(  0) 

J . 

6(  6) 

Ol  0) 

K . 

5(  5) 

0(  0) 

L . 

6(  6 

6(  6) 

M . 

4(  4) 

0(  0) 

N . 

4(  4) 

0(  0) 

0 . 

3(  3) 

3(  3) 

P . 

3(  3) 

3(  3) 

Q . 

3(  3) 

3(  3) 

K  (grandson  of  A  and  B) . 

3(  3) 

0(  0) 

8  (D’s  father) . 

0(15) 

0(15) 

Jan.  1, 
1959 


Peretnt 
15(16) 
0(15) 
0(  0) 
0(10) 
0(  0) 

0(  0) 
0(  0) 
0(  0) 
0(  0) 
0(  0) 
0(  0) 
8(  6) 
0  0) 
0  0) 


0(  0) 
10(10) 


(I)  The  10  persons  (more  or  less)  who 
own  the  greatest  percentage  of  the  fair 
market  value  of  the  outstanding  stock  on 
December  31,  1960  (as  selected  under  para¬ 
graph  (c)  of  this  section),  are  A  through  N 
and  S.  Each  of  such  persons  is  treated  as  a 
separate  person  in  computing  increases  in 
percentage  ownership. 

(II)  A  and  B  each  owns,  actually  and  con¬ 
structively,  23  percent  of  the  outstanding 
stock  on  December  31,  1960,  15  percent  on 
January  1,  1960,  and  15  percent  on  January 
1,  1959.  Therefore,  as  of  December  31,  1960, 
A  and  B  each  has  sustained  an  increase  of  8 
percentage  p>oints  since  January  1,  1960,  and 
a  similar  increase  since  January  1,  1959.  A’s 
Increase  is  not  attributable  to  a  purchase  by 
him.  B’s  Increase,  however,  is  attributable 
to  a  purchase  by  her  of  10  percent  of  the 
outstanding  stock.  Therefore,  B’s  Increase 
of  8  percentage  points  is  taken  into  account 
in  determining  whether  a  "change  of  own¬ 
ership”  has  occurred. 

(ill)  C  owns,  actually  and  constructively, 
25  percent  of  the  outstanding  stock  on  De¬ 
cember  31,  1960,  25  percent  on  January  1, 
1960,  and  none  on  January  1,  1959.  There¬ 
fore,  as  of  December  31,  1960,  C  has  sus¬ 
tained  no  Increase  since  January  1,  1960,  but 
he  has  sustained  an  Increase  of  25  percent¬ 
age  points  since  January  1, 1959.  Of  this  in¬ 
crease  10  percentage  points  are  attributable 
to  a  purchase  by  C. 

(iv)  D  owns,  actually  and  constructively, 
25  percent  of  the  outstanding  stock  on 
December  31,  1960,  25  percent  on  January 
1,  1960,  and  10  percent  on  January  1,  1959. 
Therefore,  as  of  December  31,  1960,  D  has 
sustained  no  Increase  since  January  1,  1960, 
but  she  has  sustained  an  Increase  of  15 
percentage  points  since  January,  1  1959.  Of 
this  increase  5  percentage  p>oints  are  attrib¬ 
utable  to  a  purchase  by  D. 

(V)  E  and  F  each  owns,  actually  and  con¬ 
structively,  20  percent  of  the  outstanding 
stock  on  December  31,  1960,  20  percent  on 


January  1,  1960,  and  none  on  January  1, 

1959,  Therefore,  as  of  December  31,  1960, 
B  and  F  each  hhs  siutained  an  increase  of 
20  percentage  points  since  January  1,  1959, 
of  which  5  percentage  points  in  each  case 
are  attributable  to  a  purchase. 

(vl)  Q  has  sustained  an  Increase  of  10 
percentage  points  since  January  1,  1959,  all 
of  which  are  attributable  to  a  purchase  by  O. 

(vli)  H,  I,  J,  and  K  each  has  sustained 
an  Increase  of  5  percentage  points  since 
January  1,  1960,  and  a  similar  increase  since 
January  1,  1959,  all  of  which  are  attributable 
to  purchases. 

(vlli)  L  has  sustained  no  increase  in  per¬ 
centage  points. 

(ix)  M  and  N  each  has  sustained  an  in¬ 
crease  of  4  percentage  points  since  January 
1,  1960,  and  a  similar  increase  since  January 
1,  1959,  all  of  which  are  attributable  to 
purchases. 

(X)  S  has  sustained  an  increase  of  5  per¬ 
centage  points  since  January  1,  1959,  but  the 
increase  is  not  attributable  to  a  purchase 
by  S. 

(xi)  The  aggregate  increase  in  percentage 
ownership  (attributable  to  purchases)  since 
January  1,  1960,  is  36  percentage  points  (8 
points  from  B,  5  each  from  H,  I,  J,  and  K, 
and  4  each  from  M  and  N) . 

(xii)  Since  an  aggregate  increase  (attrib¬ 

utable  to  transactions  described  in  para¬ 
graph  (e) )  in  stock  ownership  of  at  least  50 
percentage  points  has  not  occurred  since 
January  1,  1960,  the  beginning  of  the  tax¬ 
able  year,  it  is  necessary  to  determine 
whether  such  an  increase  has  occurred  since 
January  1,  1959,  the  beginning  of  the  prior 
taxable  year.  The  aggregate  increase  in  per¬ 
centage  ownership  (attributable  to  pur¬ 
chases)  since  January  1,  1959,  is  71 

percentage  points  (8  from  B,  10  each  from  C 
and  O,  5  each  from  D,  E,  F,  H,  I,  J,  and  K, 
and  4  each  from  M  and  N).  Therefore, 
section  382(a)  applies  as  of  December  31, 

1960,  to  eliminate  any  net  operating  loss 
carryovers  from  1959  and  earlier  taxable 
years  to  1960  and  subsequent  taxable  years. 

Example  (2).  Assume  that  a  loss  corpora¬ 
tion  has  changed  its  trade  or  business  dur¬ 
ing  the  current  taxable  year  ending  on 
December  31,  1960.  Assume  further  that  the 
following  table  shows  the  percentage  of  the 
fair  market  value  of  the  outstanding  stock 
owned  by  each  stockholder  as  of  Deceihber 
31,  1960,  and  the  percentages  owned  by  such 
stockholders  as  of  January  1,  1960.  The 
percentage  of  stock  actually  owned  is  fol¬ 
lowed  in  parentheses  by  the  percentage 
owned  actually  and  constructively  under 
section  318(a).  It  is  assumed  that  all  in¬ 
creases  in  actual  ownership  are  attributable 
to  a  purchase  or  purchases  of  stock  described 
in  paragraph  (e)  of  this  section. 


Stockholder 

Dec.  31, 1960 

Jan.  1, 1960 

Partnership  AB . 

Percent 
20(100) 
40(  70) 
30  (  70) 
10(  70) 

Percent 

0(40) 

40(40) 

0(20) 

0(20) 

A  (a  60-percont  partner  in  .AB). 
B  (a  M-percent  partner  in  AB). 

(i)  Since  there  are  less  than  10  stock¬ 
holders  as  of  December  31,  1960,  all  of  such 
stockholders  are  Included  among  the  persons 
who  own  the  greatest  percentage  of  stock. 

(il)  Since  partnership  AB  owns,  actually 
and  constructively,  100  percent  of  the  out¬ 
standing  stock  on  December  31,  1960,  and 
40  percent  on  January  1,  1960,  AB  has  sus¬ 
tained  an  increase  of  60  percentage  points. 
Of  this  increase  20  percentage  points  are  at¬ 
tributable  to  a  purchase  by  AB. 

(ill)  A  has  sustained  an  increase  of  30 
percentage  points,  but  none  of  such  Increase 
is  attributable  to  a  purchase  by  A. 

(iv)  B  has  sustained  an  increase  of  50 
percentage  points,  of  which  30  are  attribu¬ 
table  to  a  purchase  by  B. 


(v)  C  has  sustained  an  increase  of  50  per¬ 
centage  pednts,  of  which  10  are  attributable 
to  a  purchase  by  C. 

(vi)  Since  there  has  been  an  aggregate 
increase  (attributable  to  transactions  de¬ 
scribed  in  paragraph  (e)  of  this  section)  of 
60  percentage  polts  since  January  1,  1960, 
section  382(a)  applies  as  of  December  81, 
1960,  to  eliminate  any  net  operating  loss 
carryovers  from  1959  and  earlier  taxable 
years  to  1960  and  subsequent  taxable  years. 

Example  (3).  (i)  Assume  that  on  Jime  15, 

1959,  A,  an  individual,  purchases  (within  the 
meaning  of  section  382(a)  (4)  and  paragraph 
(e)  of  this  section)  100  percent  of  the  out¬ 
standing  stock  of  X  Corporation,  a  loss  cor¬ 
poration  which  makes  its  return  on  the  basis 
of  the  calendar  year.  On  June  30,  1959,  A 
transfers  such  stock  to  Y  Corporation,  the 
entire  outstanding  stock  of  which  is  owned 
by  A.  During  September  1959,  the  business 
of  X  Corporation  is  changed. 

(ii)  Since,  as  of  December  31,  1959,  A  is 
considered  under  section  318(a)  as  owning 
100  percent  of  the  outstanding  stock  of  X 
Corporation  and  he  owned  none  of  such 
stock  on  January  1,  1959,  and  since  A’s  in¬ 
crease  in  percentage  points  is  attributable  to 
a  purchase  of  such  stock  by  him,  section 
382(a)  applies  as  of  December  31,  1959,  to 
eliminate  any  net  operating  loss  carryovers 
from  1958  and  earlier  taxable  years  to  1959 
and  subsequent  taxable  yeers. 

(e)  Meaning  of  “purchase’*.  (1)  In 
determining  whether  a  “change  of  own¬ 
ership”  has  occurred,  an  increase  in 
stock  ownership  which  is  attributable  to 
an  acquisition  of  stock  by  the  person 
sustaining  the  increase  (whether  the 
stock  acquired  is  stock  of  the  loss  cor¬ 
poration  or  of  a  corporation  owning 
stock  in  the  loss  corporation)  shall  be 
taken  into  account  only  if  such  increase 
is  attributable  to  a  purchase  (or  pur¬ 
chases)  by  such  person,  as  defined  in 
section  382(a)(4)  and  this  paragraph. 
There  is  a  “purchase”  of  stock  only  if — 

(i)  The  basis  of  such  stock  is  deter¬ 
mined  solely  by  reference  to  its  cost  to 
the  acquirer  thereof,  and 

(ii)  Immediately  before  its  acquisition 
the  ownership  of  such  stock  would  not 
be  attributed  to  the  acquirer  by  applica¬ 
tion  of  the  constructive  ownership  rule 
of  paragraph  (a)  (2)  of  this  section. 

For  purposes  of  subdivision  (i)  of  this 
subparagraph,  if  the  basis  of  the  stock  is 
determined  by  reference  to  its  basis  in 
the  hands  of  the  transferor  thereof  or 
of  another  person,  or  by  reference  to 
the  basis  of  property  (other  than  cash 
or  its  equivalent)  exchanged  for  such 
stock,  then  the  basis  of  such  stock  is  not 
determined  solely  by  reference  to  its  cost 
to  the  acquirer.  Thus,  an  acquisition  of 
stock  by  gift  or  bequest  is  not  a  pur¬ 
chase.  However,  if  stock  is  received  in 
a  taxable  exchange,  its  basis  is  consid¬ 
ered  to  be  determined  solely  by  reference 
to  its  cost  to  the  acquirer.  Thus,  if  A 
owns  a  house  which  he  exchanges  for 
stock  in  a  loss  corporation,  the  basis 
of  the  stock  Is  determined  solely  by  ref¬ 
erence  to  its  cost  to  A.  For  purposes  of 
subdivision  (ii)  of  this  subparagraph, 
if,  immediately  before  any  acquisition  of 
stock,  the  acquirer  would  be  considered 
under  the  constructive  ownership  rule 
of  paragraph  (a)  (2)  of  this  section  as 
owning  less  than  100  percent  of  the  stock 
owned  by  the  transferor,  then  the  ac¬ 
quirer  shall  be  considered  as  owning,  im¬ 
mediately  before  such  acquisition,  only 
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that  proportion  of  the  stock  so  acquired 
as  is  equal  to  the  proportion  of  the  total 
stock  owned  by  the  transferor  which  the 
acquirer  would  be  so  considered  as  own¬ 
ing  at  such  time.  Thus,  if  A  acquires 
stock  from  B,  his  wife.  A  has  not  made 
a  “purchase”  because  all  the  stock  so 
acquired  would  be  considered  as  owned 
by  A  immediately  before  the  acquisition. 
However,  if  C  and  D  (who  are  otherwise 
unrelated)  are  equal  partners  in  a  part¬ 
nership  and  if  C  acquires  50  shares  of 
stock  from  D,  only  25  of  such  shares  will 
be  considered  as  owned  by  C  immediately 
before  the  acquisition. 

(2)  If  a  person  acquires  stock  with  a 
view  to  Invoking  the  constructive  owner¬ 
ship  rule  of  paragraph  (a)(2)  of  this 
section  so  that  a  later  acquisition  of 
stock  by,  or  from,  such  person  will  not 
qualify  as  a  “purchase”  under  section 
382(a)  (4),  the  earlier  acquisition  will  be 
disregard^  solely  for  the  purpose  of  de¬ 
termining  whether  the  later  acquisition 
is  a  “purchase.”  Moreover,  in  deter¬ 
mining  whether  an  acquisition  of  stock 
is  a  “purchase”  under  section  382(a)  (4), 
negligible  holdings  of  stock  or  of  an  in¬ 
terest  in  a  partnership  or  trust  will  be 
disregarded.  This  subparagraph  may 
be  illustrated  by  the  following  example: 

Example.  A  owns  all  or  part  of  the  out¬ 
standing  stock  of  X  Corporation,  a  loss  cor¬ 
poration.  A  desires  to  sell  his  stock  to  Y 
Corporation  and  Y  Corporation  desires  to 
purchase  such  stock.  However,  Y  Corpora¬ 
tion  wishes  to  avoid  the  provisions  of  section 
382(a).  Therefore,  A  buys  stock  of  Y  Cor¬ 
poration  and  thereafter  Y  Corporation  ac¬ 
quires  for  cash  all  or  part  of  A’s  stock  in  X 
(Corporation.  Since  the  piurpose  of  A’s  ac¬ 
quisition  of  stock  in  Y  Corporation  is  avoid¬ 
ance  of  the  provisions  of  section  382(a) .  such 
acquisition  is  ignored  and  Y  Corporation’s 
acquisition  from  A  of  stock  in  X  Corporation 
is  considered  a  “purchase"  under  section 
382(a)(4). 

(f)  Increase  in  percentage  points  at¬ 
tributable  to  an  indirect  purchase  of 
stock.  (1)  An  increase  in  percentage 
points  may  be  attributable  to  a  purchase 
of  stock  of  a  corporation  which  owns 
stock  of  the  loss  corporation.  For  ex¬ 
ample,  if  X  Corporation  owns  100  shares 
of  stock  of  Y  Corporation  and  if  A  pur¬ 
chases  20  percent  in  value  of  the  out¬ 
standing  stock  of  X  Corporation,  this 
will  be  considered  a  purchase  by  A  of 
20  shares  of  stock  of  Y  Corporation. 

(2)  An  increase  in  percentage  points 
may  also  be  attributable  to  a  purchase  of 
an  interest  in  a  partnership  or  trust 
which  owns  stock  of  the  loss  corpora¬ 
tion.  For  example,  if  a  partnership  owns 
100  shares  of  the  stock  of  Y  Corpora¬ 
tion,  a  purchase  by  A  of  a  20-percent  in¬ 
terest  in  the  partnership  will  be  con¬ 
sidered  a  purchase  by  A  of  20  shares  of 
the  stock  of  Y  Corporation,  Similarly, 
if  a  trust  owns  100  shares  of  stock  of  a 
loss  corporation,  and  if  A  purchases  an 
interest  in  the  trust  which  on  an  actu¬ 
arial  basis  is  worth  20  percent,  this  will 
be  considered  a  purchase  by  A  of  20 
shares  of  stock  of  the  loss  corporation. 

(g)  Increase  in  percentage  points  at¬ 
tributable  to  a  decrease  in  outstanding 
stock.  (1)  An  increase  in  percentage 
PKiints  may  be  attributable  to  a  decrease 
in  the  amoimt  of  outstanding  stock  of  a 
loss  corporation.  For  example,  if  A  and 
B  each  owns  50  percent  in  value  of  the 


outstanding  stock  of  X  Corporation,  a 
redemption  by  X  Corporation  of  all  of 
B’s  stock  will  increase  A’s  ownership  of 
stock  by  50  percentage  points. 

(2)  An  increase  in  percentage  points 
may  also  be  attributable  to  a  decrease 
in  the  outstanding  stock  of  a  corporation 
owning,  directly  or  indirectly,  stock  in 
the  loss  corporation.  For  example,  if 
X  Corporation  owns  100  percent  of  the 
outstanding  stock  of  Y  Corporation,  a 
loss  corporation,  and  if  A  and  B  each 
owns  50  percent  of  the  value  of  the  out¬ 
standing  stock  of  X  Corporation,  a  re¬ 
demption  by  X  Coiporation  of  all  of  B’s 
stock  will  increase  A’s  indirect  owner¬ 
ship  of  the  outstanding  stock  of  Y  Cor¬ 
poration  by  50  percentage  points. 

(3)  If  a  decrease  in  the  amount  of 
outstanding  stock  of  a  corporation 
(whether  a  loss  corporation  or  a  corpor¬ 
ation  owning,  directly  or  indirectly, 
stock  in  a  loss  corporation)  results  from 
a  redemption  to  pay  death  taxes  to  which 
section  303  applies,  such  decrease  shall 
not  be  taken  into  account  in  determin¬ 
ing  whether  there  has  occurred  an  in¬ 
crease  of  at  least  50  percentage  points 
imder  paragraph  (d)  of  this  section. 
For  purposes  of  the  preceding  sentence, 
a  decrease  in  outstanding  stock  results 
from  a  redemption  to  which  section  303 
applies  only  to  the  extent  that  the 
amount  distributed  in  redemption  does 
not  exceed  the  sum  of  the  items  de¬ 
scribed  in  paragraphs  (1)  and  (2)  of 
section  303(a).  Thus,  if  the  amount  of 
$100,000  is  distributed  in  redemption  of 
100  shares  and  if  the  sum  of  the  items 
described  in  paragraphs  (1)  and  (2) 
of  section  303(a)  is  $60,000,  a  decrease 
in  outstanding  stock  of  only  60  shares 
will  be  considered  to  result  from  a  re¬ 
demption  to  which  section  .303  applies. 

(h)  Change  in  trade  or  business.  (1) 
The  provisions  of  section  382(a)  are  ap¬ 
plicable  only  if  the  loss  corporation  has 
not  continued  to  carry  on  a  trade  or 
business  substantially  the  same  as  that 
conducted  before  any  increase  in  stock 
ownership  which  is  taken  into  account 
in  determining  under  paragraph  (d)  of 
this  section  whether  a  change  of  owner¬ 
ship  has  occurred.  The  change  in  trade 
or  business  may  occur  at  any  time  on  or 
after  the  date  of  the  earliest  such  in¬ 
crease  during  the  period  beginning  on  the 
first  day  of  the  loss  corporation’s  prior 
taxable  year.  For  example,  assume  that 
on  December  31, 1958  (the  end  of  the  cor¬ 
poration’s  taxable  year),  the  following 
shareholders  own  a  percentage  of  the 
fair  market  value  of  the  outstanding 
stock  which  is  greater  than  each  owned 
at  the  beginning  of  the  corporation’s 
prior  taxable  year  (January  1,  1957) 
and  that  all  increases  are  attributable 
to  purchases  within  the  meaning  of  par¬ 
agraph  (e)  of  this  section.  The  increase 
in  percentage  points  and  the  date  of 
purchase  is  shown  for  each  such  share¬ 
holder: 


Shareholder 

Increase 

Date  of 
pnrchast' 

A . 

Percent 

20 

20 

10 

10 

Sept.  15, 1058 
June  15,  10.58 
Mar.  15, 19.58 
June  15,  1957 

R  _ 

n  _ 

D . . 

Since  there  have  been  increases  in 
stock  ownership  which  aggregate  at  least 
50  percentage  points,  section  382(a)  is 
applicable  if  the  corporation  has  not 
continued  to  carry  on  a  trade  or  business 
substantially  the  same  as  that  conducted 
Immediately  before  June  15,  1957,  the 
date  on  which  the  first  purchase  occurred 
during  the  2-year  period. 

(2)  Section  382(a)  may  apply  as  of 
the  close  of  a  taxable  year  even  though 
neither  a  change  of  ownership  nor  a 
change  in  trade  or  business  has  occurred 
during  such  year.  For  example,  if  dur¬ 
ing  1958  there  is  a  purchase  of  at  least 
50  percent  of  the  fair  market  value  of 
a  corporation’s  outstanding  stock  fol¬ 
lowed  by  a  change  in  the  corporation’s 
trade  or  business,  section  382(a)  will 
apply  as  of  December  31,  1958,  to  elim¬ 
inate  any  net  operating  loss  carryovers 
from  1957  and  prior  taxable  years  to 
1958  and  subsequent  taxable  years,  and, 
even  though  no  changes  in  stock  owner¬ 
ship  occur  during  1959,  section  382(a) 
will  also  apply  as  of  December  31,  1959, 
to  eliminate  any  net  operating  loss  carry¬ 
over  from  1958  to  1959  and  subsequent 
taxable  years. 

(3)  A  change  in  the  trade  or  business 
of  a  corporation  made  in  contemplation 
of  a  change  in  stock  ownership  will  be 
treated  as  if  such  change  in  trade  or 
business  had  occurred  after  such  change 
in  stock  ownership.  For  example,  if  8, 
loss  corporation  changes  its  business  as 
part  of  a  plan  initiated  by,  or  on  behalf 
of,  prospective  buyers  of  the  loss  corpora¬ 
tion’s  stock  who  wish  to  avoid  the  provi¬ 
sions  of  section  382(a) ,  a  subsequent  sale 
of  stock  to  such  buyers  will  cause  the 
change  in  business  to  be  treated  as  if  it 
had  occurred  after  the  sale. 

(4)  For  purposes  of  this  paragraph, 
the  holding,  purchase,  or  sale  for  invest¬ 
ment  purposes  of  stock,  securities,  or 
similar  property  shall  not  be  considered 
a  trade  or  business  unless  such  activities 
historically  have  constituted  the  primary 
activities  of  the  corporation. 

( 5 )  In  determining  whether  a  corpora¬ 
tion  h£is  not  continued  to  carry  on  a 
trade  or  business  substantially  the  same 
as  that  conducted  before  any  increase 
in  the  ownership  of  its  stock,  all  the 
facts  and  circumstances  of  the  particular 
case  shall  be  taken  into  account.  Among 
the  relevant  factors  to  be  taken  into  ac¬ 
count  are  changes  in  the  corporation’s 
employees,  plant,  equipment,  product, 
location,  customers,  and  other  items 
which  are  significant  in  determining 
whether  there  is,  or  is  not,  a  continuity 
of  the  same  business  enterprise.  These 
factors  shall  be  evaluated  in  the  light  of 
the  general  objective  of  section  382(a) 
to  disallow  net  operating  loss  carryovers 
where  there  is  a  purchase  of  the  stock  of 
a  corporation  with  losses  for  the  purpose 
of  using  its  loss  carryovers  to  offset  gains 
of  a  business  unrelated  to  that  which 
produced  the  losses.  However,  the  pro¬ 
hibited  utilization  of  net  operating  loss 
carryovers  to  offset  gains  of  a  business 
unrelated  to  that  which  produced  the 
losses  is  not  dependent  upon  considera¬ 
tions  of  purpose,  motive,  or  intent,  but 
rather  is  established  by  the  objective 
facts  of  the  particular  case.  The  prin¬ 
ciples  set  forth  in  this  subparagraph  shall 
be  applied  in  accordance  with  the  rules 
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set  forth  in  the  following  subparagraphs 
of  this  paragraph. 

(6)  A  corporation  has  not  continued 
to  carry  on  a  trade  or  business  substan¬ 
tially  the  same  as  that  conducted  before 
any  increase  in  the  ownership  of  its  stock 
if  the  corporation  is  not  carrying  on  an 
active  trade  or  business  at  the  time  of 
oUch  increase  in  ownership.  Thus,  if  the 
corporation  is  inactive  at  the  time  of 
such  an  increase  and  subsequently  is  re¬ 
activated  in  the  same  line  of  business  as 
that  originally  conducted,  the  corpora¬ 
tion  has  not  continued  to  carry  on  a 
trade  or  business  substantially  the  same 
as  that  conducted  before  such  increase 
in  stock  ownership.  This  subparagraph 
may  be  illustrated  by  the  following  ex¬ 
amples: 

Example  (1) .  X  Corporation  is  engaged  in 
the  business  of  manufacturing  and  selling 
machinery.  On  January  1,  1958,  the  corpo¬ 
ration  suspends  its  manufacturing  activities 
and  begins  to  reduce  its  inventory  of  finished 
products  because  of  general  adverse  business 
conditions  and  lack  of  profits.  During  the 
period  between  January  1  and  September  1, 
1958,  the  business  of  the  corporation  remains 
dormant.  On  September  1,  1958,  A,  an  indi¬ 
vidual,  purchases  at  least  50  percent  in  value 
of  X  Corporation’s  outstanding  stock.  On 
October  1,  1958,  the  corporation  begins  to 
manufacture  the  same  type  of  machinery  it 
manufactured  before  January  1,  1958.  The 
reactivation  of  the  corporation  in  the  same 
line  of  business  as  that  conducted  before 
January  1,  1958,  does  not  constitute  the 
carrying  on  of  a  trade  or  business  substan¬ 
tially  the  same  as  that  conducted  before  the 
increase  in  stock  ownership. 

Example  (2).  Y  Corporation  is  engaged 
in  the  business  of  manufacturing  machinery. 
On  January  1,  1958,  the  corporation  sus¬ 
pends  its  manufacturing  activities  because  of 
a  fire  which  disrupts  the  operation  of  its 
plant.  During  the  period  between  January 
1  and  June  1,  1958,  substantial  efforts  are 
made  to  reactivate  the  business  of  the  cor¬ 
poration  by  reconstructing  the  damaged 
plant.  On  June  1,  1958,  A,  an  individual, 
purchases  at  least  50  percent  in  value  of  Y 
Corporation’s  outstanding  stock.  On  July  1, 
1968,  the  corporation  resumes  its  normal 
manufacturing  activities.  The  fact  that  the 
coiporatlon’s  normal  activities  are  tempo¬ 
rarily  suspended  at  the  time  of  the  Increase 
in  ownership  does  not  of  itself  constitute  a 
failure  to  carry  on  a  trade  or  business  sub¬ 
stantially  the  same  as  that  conducted  before 
the  increase  in  stock  ownership. 

(7)  A  corporation  has  not  continued 
to  carry  on  a  trade  or  business  substan¬ 
tially  the  same  as  that  conducted  before 
an  increase  in  the  ownership  of  its  stock 
if  the  corporation  discontinues  more 
than  a  minor  portion  of  its  business 
carried  on  before  such  increase.  In  de¬ 
termining  whether  the  discontinued  ac¬ 
tivities  are  more  than  “minor”  for  pur¬ 
poses  of  the  preceding  sentence,  con¬ 
sideration  shall  be  given  to  whether  the 
discontinuance  of  the  activities  has  the 
effect  of  utilizing  loss  carryovers  to  offset 
gains  of  a  business  unrelated  to  that 
which  produced  the  losses.  This  sub- 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (1).  X  Corporation,  a  calendar- 
year  taxpayer,  is  engaged  in  three  separate 
businesses.  A,  B,  and  C.  Approximately  one- 
half  of  X  Corporation’s  total  business  ac¬ 
tivities  (measured  in  terms  of  capital  in¬ 
vested,  gross  income,  size  of  payroll,  and 
similar  factors)  relates  to  business  A,  30 
percent  to  business  B,  and  the  remaining  20 
percent  to  business  C.  On  December  31, 


1957,  X  Corporation  has  substantial  net 
operating  loss  carryovers  all  of  which  are 
attributable  to  the  operation  of  business  C. 
On  June  1,  1968,  Y  Corporation  purchases  at 
least  50  percent  in  value  of  X  Corporation’s 
outstanding  stock  and  during  1959  X  Cor¬ 
poration  discontinues  business  C.  As  of  De¬ 
cember  31,  1959,  X  Corporation  has  not  con¬ 
tinued  to  carry  on  substantially  the  same 
trade  or  business  as  that  conducted  prior 
to  the  increase  in  ownership. 

Example  (2) .  Assume  the  same  facts  as  in 
example  ( 1 ) ,  except  that  all  of  X  Corpora¬ 
tion’s  net  operating  loss  carryovers  are  at¬ 
tributable  to  business  A  and  that  the  capital 
released  by  the  discontinuance  of  business  C 
is  used  to  revitalize  business  A.  Since  the 
discontinuance  of  business  C  does  not  result 
in  the  utilization  of  net  operating  losses  at¬ 
tributable  to  one  business  to  offset  gains  of 
a  business  unrelated  to  that  which  produced 
the  losses,  the  discontinuance  of  such  busi¬ 
ness  does  not  of  itself  constitute  the  failure 
to  carry  on  substantially  the  same  trade  or 
business  as  that  conducted  prior  to  the  in¬ 
crease  in  ownership. 

i8)  If,  after  an  increase  in  ownership, 
the  corporation  continues  to  carry  on  its 
prior  business  activities  undiminished, 
the  addition  by  the  corporation  of  a  new 
trade  or  business  does  not  constitute  a 
failure  to  carry  on  substantially  the  same 
trade  or  business.  This  subparagraph 
may  be  illustrated  by  the  following 
example: 

Example.  X  Corporation,  a  calendar-year 
taxpayer,  is  engaged  in  the  manufacture  and 
sale  of  electrical  appliances  and  has  sus¬ 
tained  substantial  net  operating  losses.  On 
June  30,  1968,  Y  Corporation  pmchases  100 
percent  of  X  Corporation’s  outstanding 
stock.  During  1969,  X  Corporation  continues 
undiminished  its  activities  in  the  manufac- 
tiire  and  sale  of  electrical  appliances  and 
also  diversifies  its  activities  by  acquiring  a 
cement  manufacturing  plant.  The  addition 
of  the  cement  manufacturing  business  by  X 
Corporation  does  not  of  itself  constitute  a 
failure  to  carry  on  substantially  the  same 
trade  or  business  even  though  net  operating 
loss  carryovers  attributable  to  the  electrical 
appliance  business  are  used  to  offset  profits 
of  the  cement  manufacturing  business.  See, 
however,  section  269  and  the  regulations 
thereunder. 

(9)  A  corporation  has  not  continued 
to  carry  on  a  trade  or  business  substan¬ 
tially  the  same  as  that  conducted  before 
any  increase  in  the  ownership  of  its  stock 
If  the  corporation  changes  the  location 
of  a  major  portion  of  its  activities  and 
as  a  result  of  such  change  in  location 
the  business  of  the  corporation  is  sub¬ 
stantially  altered.  This  subparagraph 
may  be  Illustrated  by  the  following 
examples : 

Example  (1).  X  Corporation,  a  calendar- 
year  taxpayer,  is  engaged  in  the  business 
of  manufacturing  in  State  A  and  has  siis- 
tained  substantial  net  operating  losses.  On 
June  30,  1958,  Y  Corporation  purchases  all 
of  X  Corporation’s  outstanding  stock.  Dur¬ 
ing  1959,  X  Corporation  transfers  its  opera¬ 
tions  to  State  B  which  is  several  hundred 
miles  distant  from  State  A.  In  OTder  to 
effect  the  change  in  location,  X  Corporation 
disposes  of  its  plant  and  a  large  portion 
of  its  machinery  located  in  State  A.  ’The 
distance  between  State  A  and  State  B  makes 
It  necessary  for  the  majority  of  the  em¬ 
ployees  of  X  Corporation  to  terminate  their 
employment  with  X  Corporation.  During 
1969,  X  Corporation  resumes  its  manufactur¬ 
ing  activities  In  State  B  and  continues  to 
make  the  same  product  and  to  serve  substan¬ 
tially  the  same  group  of  customers.  However, 
by  reason  of  the  changes  in  location,  em¬ 


ployees,  plant,  and  equipment,  X  Corpora¬ 
tion,  on  December  31,  1959,  is  not  carrying 
on  substantially  the  same  trade  or  business 
as  that  conducted  prior  to  the  increase  in 
ownership. 

Example  (2).  Y  Corporation,  a  calendar- 
year  taxpayer,  is  engaged  in  the  operation 
of  a  department  store  in  city  A.  On  June 
30,  1968,  Z  Corporation  purchases  all  of  the 
outstanding  stock  of  Y  Corporation.  Dur¬ 
ing  1959,  Y  Corporation  transfers  its  opera¬ 
tions  to  town  B,  a  suburb  of  city  A.  By 
reason  of  the  change  in  location,  Y  Cor¬ 
poration  disposes  of  its  interest  in  the  build¬ 
ing  formerly  occupied  by  it  in  city  A  and 
also  substitutes  new  equipment  for  a  major 
portion  of  the  equipment  formerly  utilized 
by  it  in  city  A.  After  the  change  in  loca¬ 
tion,  Y  Corporation  continues  to  sell  sub¬ 
stantially  the  same  products  to  substantial¬ 
ly  the  same  customers  and  retains  sub¬ 
stantially  all  of  the  employees  formerly 
employed  in  city  A.  Under  such  circum¬ 
stances,  the  change  of  location  does  not  re¬ 
sult  in  a  failure  to  carry  on  substantially 
the  same  trade  or  business  as  that  con¬ 
ducted  before  the  increase  in  ownership. 

Example  (3).  Z  Corporation,  a  calendar- 
year  taxpayer,  operates  a  retail  liquor  store 
in  town  M,  utilizing  the  services  of  10  em¬ 
ployees.  On  June  30,  1958,  individual  A 
purchases  all  of  the  stock  of  Z  Corporation. 
During  1959,  Z  Corp>oration  transfers  its 
operations  to  town  O,  a  distance  of  6  miles 
from  its  former  location.  By  reason  of  the 
change  in  location,  Z  Corporation  disposes 
of  its  interest  in  the  premises  formerly  oc¬ 
cupied  by  it  and  also  disposes  of  the  license 
and  franchise  issued  by  town  M.  Diuring 
1959,  Z  Corporation  transfers  its  inventory 
of  liquor  to  its  new  location  and  resumes 
its  retail  liquor  activities  under  a  license 
and  franchise  issued  by  town  O.  Z  Cor¬ 
poration  continues  to  employ  5  of  the  10 
employees  formerly  employed  in  town  M, 
but  the  corporation  serves  a  substantially 
diff«’ent  group  of  customers.  Under  these 
circumstances,  the  change  of  location  re¬ 
sults  in  a  failure  to  carry  on  substantially 
the  same  trade  or  business  as  that  conducted' 
before  the  increase  in  ownership. 

(10)  A  corporation  has  not  continued 
to  carry  on  a  trade  or  business  sub¬ 
stantially  the  same  as  that  conducted 
before  any  increase  in  the  ownership  of 
its  stock  if  the  corporation  is  primarily 
engaged  in  the  rendition  of  services  by  a 
particular  individual  or  individuals  and, 
after  the  increase  in  ownership,  the  cor¬ 
poration  is  primarily  engaged  in  the 
rendition  of  services  by  different  individ¬ 
uals.  This  subparagraph  may  be  illus¬ 
trated  by  the  following  examples: 

Example  (f).  X  Corporation,  a  calendar- 
year  taxpayer,  is  engaged  in  the  business  of 
selling  real  estate  and  insurance  primarily 
through  the  services  of  individual  A  as 
broker.  On  June  30,  1958,  individual  B 
purchases  aU  of  the  stock  of  X  Corporation, 
and  individual  A  retires  from  the  business. 
During  the  latter  part  of  1958,  X  Corporation 
is  engaged  primarily  in  rendering  the  broker¬ 
age  services  of  individual  B  in  the  sale  of 
insurance  and  real  estate.  On  December  31, 
1958,  the  corporation  has  not  continued  to 
carry  on  a  trade  or  business  substantially 
the  same  as  that  conducted  before  the  in¬ 
crease  in  ownership. 

Example  (2).  Y  Corporation,  a  calendar- 
year  taxpayer,  is  engaged  in  the  business  of 
operating  a  beauty  salon  with  10  employees 
under  the  supervision  of  individual  A,  who 
owns  all  of  the  stock  of  Y  Corporation  and 
who  is  held  out  to  the  public  as  the  corp<»ti- 
tion’s  principal  beauty  consultant.  However, 
the  quality  of  the  services  rendered  by  each 
of  the  10  employees  is  primarily  responsible 
for  attracting  the  corporation’s  clientele.  On 
June  30,  1968,  individual  B  pvirchases  all  ot 
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the  outstanding  stock  of  Y  Corporation  and 
individual  A  retiree  from  the  business.  Dur¬ 
ing  1959,  Y  Corporaticm  continues  to  operate 
the  beauty  salon  in  the  same  location  and 
continues  to  serve  substantially  the  same 
group  of  customers  with  substantially  the 
same  employees  under  the  supervision  of 
individual  B,  who  is  held  out  to  the  public 
as  the  corporation's  principal  beauty  con¬ 
sultant.  On  December  81,  1959,  Y  Corpora¬ 
tion  has  continued  to  carry  on  substantially 
the  same  trade  or  business  as  that  conducted 
before  the  Increase  In  ownership. 

§  1.382(b)  Statutory  provisions;  special 
limitations  on  net  operating  loss 
carryovers;  change  of  ownership  as 
the  result  of  a  reorganization. 

Sec.  382.  Special  limitations  on  net  oper¬ 
ating  loss  carryovers.  •  •  • 

(b)  Change  of  ownership  as  the  result  of 
a  reorganization — (1)  In  general.  If,  in  the 
case  of  a  reorganization  specified  in  para¬ 
graph  (2)  of  section  381(a),  the  transferor 
corporation  or  the  acquiring  corporation — 

(A)  Has  a  net  operating  loss  which  is  a 
net  operating  loss  carryover  to  the  first  tax¬ 
able  year  of  the  acquiring  corporation  end¬ 
ing  after  the  date  of  transfer,  and 

(B)  The  stockholders  (immediately  before 
the  reorganization)  of  such  corporation 
(hereinafter  in  this  subsection  referred  to 
as  the  “loss  corporation”),  as  the  result  of 
owning  stock  of  the  loss  corporation,  own 
(immediately  after  the  reorganization)  less 
than  20  percent  of  the  fair  market  value  of 
the  outstanding  stock  of  the  acquiring  cor¬ 
poration,  the  total  net  operating  loss  carry¬ 
over  from  prior  taxable  years  of  the  loss 
corporation  to  the  first  taxable  year  of  the 
acquiring  corporation  ending  after  the  date 
of  transfer  shall  be  reduced  by  the  percent¬ 
age  determined  under  paragraph  (2). 

(2)  Reduction  of  net  operating  loss  carry¬ 
over.  The  reduction  applicable  under  para¬ 
graph  (1)  shall  be  the  percentage  deter¬ 
mined  by  substracting  from  100  percent — 

(A)  The  percent  of  the  fair  market  value 
of  the  outstanding  stock  of  the  acquiring 
corporation  owned  (immediately  after  the 
reorganization)  by  the  stockholders  (im¬ 
mediately  before  the  reorganization)  of  the 
loss  corporation,  as  the  result  of  owning 
stock  of  the  loss  corporation,  multiplied  by 

(B)  Plve. 

(3)  Exception  to  limitation  in  this  sub¬ 
section.  The  limitation  in  this  subsection 
shall  not  apply  if  the  transferor  corporation 
and  the  acquiring  corporation  are  owned 
suL.itantially  by  the  same  persons  in  the 
same  proportion. 

(4)  Net  operating  loss  carryovers  to  sub¬ 
sequent  years.  In  computing  the  net  operat¬ 
ing  loss  carryovers  to  taxable  years  subse¬ 
quent  to  a  taxable  year  in  which  there  was 
a  limitation  applicable  to  a  net  operating 
loss  carryover  by  operation  of  this  subsec¬ 
tion,  the  income  in  such  taxable  year,  as 
computed  under  section  172(b)(2),  shall  be 
increased  by  the  amoimt  of  the  reduction 
of  the  total  net  operating  loss  carryover  de¬ 
termined  under  paragraph  (2). 

(5)  Attribution  of  ownership.  If  the 
transferor  corpKjration  or  the  acquiring  cor¬ 
poration  owns  (immediately  before  the  re¬ 
organization)  any  of  the  outstanding  stock 
of  the  loss  corporation,  such  transferor  cor¬ 
poration  or  acquiring  corporation  shall,  for 
purposes  of  this  subsection,  be  treated  as 
owning  (immediately  after  the  reorganiza¬ 
tion)  a  percentage  of  the  fair  market  value 
of  the  acquiring  corporation’s  outstanding 
stock  which  bears  the  same  ratio  to  the  per¬ 
centage  of  the  fair  market  value  of  the  out¬ 
standing  stock  of  the  loss  corporation  (im¬ 
mediately  before  the  reorganization)  owned 
by  such  transferor  corporation  or  acquiring 
corporation  as  the  fair  market  value  of  the 
total  outstanding  stock  of  the  loss  corpora¬ 
tion  (immediately  before  the  reorganiza¬ 
tion)  bears  to  the  fair  market  value  of  the 


total  outstanding  stock  of  the  acquiring 
corporation  (immediately  after  the  reor¬ 
ganisation). 

(6)  Stock  of  corporation  controlling  ac¬ 
quiring  corporation.  If  the  stockholders  of 
the  loss  corporation  (immediately  before 
the  reorganization)  own,  as  a  result  of  the 
reorganization,  stock  in  a  corporation  con¬ 
trolling  the  acquiring  corporation,  such 
stock  of  the  controlling  corporation  shall, 
for  purposes  of  this  subsection,  be  treated 
as  stock  of  the  acquiring  corporation  in  an 
amount  valued  at  an  equivalent  fair  market 
value. 

§  1.382(l>)— 1  ('.hange  of  OHiicr»<hip  as 
the  re.sult  of  a  reorganization. 

(a)  In  general.  (1)  Section  382(b)  (1) 
provides  that  if,  in  the  case  of  a  reorgan¬ 
ization  described  in  section  381(a)(2), 
either  the  transferor  corporation  or  the 
acquiring  corporation  has  a  net  oper¬ 
ating  loss  carryover  which  is  a  carryover 
to  the  first  taxable  year  of  the  acquiring 
corporation  ending  after  the  date  of 
transfer,  the  amount  of  such  carryover 
which  may  be  used  by  the  acquiring 
corporation  is  reduced  unless  the  stock¬ 
holders  (immediately  before  the  reor¬ 
ganization)  of  the  corporation  pos¬ 
sessing  the  carryover  (hereinafter  c^ed 
the  “loss  corporation”)  own,  immedi¬ 
ately  after  the  reorganization,  at  least 
20  percent  of  the  fair  market  value  of 
the  outstanding  stock  of  the  acquiring 
corporation.  See  paragraph  (b)  of 
§  1.381  (b)-l  for  determination  of  the 
date  of  transfer,  and  paragraph  (b)  of 
this  section  for  computation  of  the 
amount  of  the  reduction. 

(2)  The  OiMiership  of  at  least  20  per¬ 
cent  of  the  fair  market  value  of  the  stock 
of  the  acquiring  corporation  after  the 
reorganization  must  result  from  the 
ownership  of  stock  in  the  loss  corpora¬ 
tion  immediately  before  the  reorgan¬ 
ization.  Thus,  if  stockholders  of  a 
transferor-loss  corporation  before  the 
reorganization  also  own  stock  of  the 
acquiring  coi-poration  at  such  time,  such 
stock  of  the  acquiring  corporation  is  not 
considered  as  owned  after  the  reorgan¬ 
ization  by  such  stockholders  as  a  result 
of  owning  stock  in  the  loss  corporation 
in  determining  whether  the  20-percent 
requirement  is  satisfied.  Moreover,  the 
stockholders  (immediately  before  the 
reorganization)  of  a  transferor-loss  cor¬ 
poration  shall  not  be  regarded  as  owning, 
immediately  after  the  reorganization, 
any  stock  of  the  acquiring  corporation 
which  is  not  distributed  to  such  stock¬ 
holders  pursuant  to  the  plan  of 
reorganization. 

(3)  If  the  net  operating  loss  carryovers 
of  a  loss  corporation  are  reduced  under 
section  382(b)  (1) ,  then  in  computing  the 
net  operating  loss  deduction  of  the  ac¬ 
quiring  corporation  for  its  first  taxable 
year  ending  after  the  date  of  transfer, 
that  portion  of  such  deduction  which  is 
attributable  to  the  net  operating  loss 
carryovers  of  the  loss  corporation  is  lim¬ 
ited  to  the  amount  of  such  carryovers 
minus  the  reduction.  Thus,  if  the  net 
operating  loss  carryovers  of  the  loss  cor¬ 
poration  are  $100,000  and  if  the  amount 
of  the  reduction  is  $60,000,  only  $40,000 
of  such  cari*yovers  may  be  used  by  the 
acquiring  corporation  in  computing  its 
net  operating  loss  deduction  under  sec¬ 
tion  172(a)  for  its  first  taxable  year  end¬ 


ing  after  the  date  of  transfer.  The 
reduction  provided  in  section  382(b)(1) 
is  applied  to  the  aggregate  of  the  allow¬ 
able  net  operating  loss  carryovers  of  the 
loss  corporation  without  regard  to  the 
taxable  years  in  which  the  net  operating 
losses  were  sustained. 

(4)  See  paragraph  (e)  of  this  section 
for  the  effect  of  the  reduction  in  subse¬ 
quent  taxable  years  of  the  acquiring 
corporation. 

(5)  The  reduction  provided  by  section 
382(b)(1)  may  apply  to  the  carryovers 
of  more  than  one  coi*poration  a  party  to 
the  reorganization.  For  example,  as¬ 
sume  that  X  Corporation  acquires  the 
assets  of  Y  Corporation  and  of  Z  Corpo¬ 
ration  in  a  reorganization  described  in 
section  381(a)  (2)  and  that  both  X  Cor- 
poration  and  Y  Corporation  have  net 
operating  loss  carryovers  at  the  date  of 
the  reorganization.  The  reduction  un¬ 
der  section  382(b)(1)  will  apply  to  the 
net  operating  loss  carryovers  of  X  Cor¬ 
poration  unless  the  stockholders  (imme¬ 
diately  before  the  reorganization)  of  X 
Corporation  own,  immediately  after  the 
reorganization,  at  least  20  percent  of  the 
fair  market  value  of  the  outstanding 
stock  of  X  Corporation.  Similarly,  the 
reduction  under  section  382(b)(1)  will 
apply  to  the  net  operating  loss  carry¬ 
overs  from  Y  Corporation  unless  the 
stockholders  (imme^ately  before  the  re¬ 
organization)  of  Y  Corporation  own, 
immediately  after  the  reorganization, 
at  least  20  percent  of  the  fair  market 
value  of  the  outstanding  stock  of  X 
Corporation. 

(6)  Section  382(b)  applies  only  with 
respect  to  those  reorganizations  de¬ 
scribed  in  section  381(a)(2).  However, 
a  series  of  transactions  which  purport 
to  be  a  reorganization  qualifying  under 
section  368(a)  (1)  (B)  followed  by  a  liq¬ 
uidation  qualifying  under  section  332,  but 
which  in  substance  comprise  a  reor¬ 
ganization  qualifying  under  section  368 
(a)  (1)  (C) ,  will  be  considered  as  a  reor¬ 
ganization  of  the  last-described  t3T?e  for 
purposes  of  section  382(b)  and  this 
section. 

(7)  See  §  1.382 (c)-l  for  definition  of 
the  term  “stock”  as  used  in  this  section. 

(b)  Amount  of  reduction.  (1)  The 
amount  of  the  reduction  provided  in  sec¬ 
tion  382(b)(1)  shall  be  determined  as 
follows: 

(1)  Determine  the  percentage  of  the 
fair  market  value  of  the  outstanding 
stock  of  the  acquiring  corporation  owned, 
immediately  after  the  reorganization,  by 
the  stockholders  (immediately  before  the 
reorganization)  of  the  loss  corporation, 
which  is  attributable  to  their  ownership 
of  stock  in  the  loss  corporation  immedi¬ 
ately  before  the  reorganization. 

(ii)  If  the  percentage  determined  un¬ 
der  subdivision  (i)  of  this  subparagraph 
is  less  than  20  percent,  compute  the  dif¬ 
ference  between  such  percentage  and  20 
percent,  and  multiply  such  difference  by 
five.  The  resulting  product  is  the  per¬ 
centage  by  which  the  net  operating  loss 
carryovers  are  reduced. 

(2)  Subparagraph  (1)  of  this  para¬ 
graph  may  be  illustrated  by  the  following 
example: 

Example.  Assume  that  X  Corporation  ac¬ 
quires  the  assets  of  Y  Corporation,  a  loss 
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corporation,  In  a  reorganization  described  In 
section  •381(a)(2).  and  that  Immediately 
after  the  reorganization  the  former  stock¬ 
holders  of  T  Corporation,  as  the  result  of 
owning  stock  of  Y  Corporation,  own  8  per¬ 
cent  of  the  fair  market  value  of  X  Corpora¬ 
tion’s  outstanding  stock.  The  difference 
between  8  percent  and  20  percent  Is  12  per¬ 
cent,  which  when  multiplied  by  five  produces 
60  percent.  Therefore,  the  amount  of  the 
reduction  Is  equal  to  60  percent  of  the  net 
operating  loss  carryovers  from  the  loss  cor¬ 
poration.  so  that  If  the  net  operating  loss 
carryovers  from  Y  Corporation  amounted  to 
$100,000,  the  amount  of  the  reduction  would 
be  $60,000. 

(c)  Acquisitions  designed  to  avoid 
section  382(b).  The  purpose  of  the  20- 
percent  requirement  of  section  382(b) 

(1)  is  to  ensure  that  the  net  operating 
loss  carryovers  from  a  corporation  a 
party  to  a  reorganization  will  be  allowed 
in  full  only  when  the  shareholders  of  the 
loss  corporation  have  a  substantial  con¬ 
tinuing  interest  in  the  acquiring  corpora¬ 
tion,  thereby  ensuring  that  the  carry¬ 
overs  will  be  utilized  to  some  extent  for 
the  benefit  of  those  persons  who  were 
owners  of  the  loss  corporation  before  the 
reorganization.  Therefore,  in  applying 
section  382(b)(1),  any  acquisition  of 
stock  of  a  loss  corporation  will  be  dis¬ 
regarded  if  made  for  the  purpose  of 
avoiding  the  20 -percent  continuity  of  in¬ 
terest  requirement.  Moreover,  two  or 
more  successive  reorganizations  will  be 
treated  as  if  they  had  occurred  simul¬ 
taneously  in  cases  where  they  are  under¬ 
taken  with  a  view  to  avoiding  the  20- 
percent  continuity  requirement.  These 
rules  may  be  illustrated  by  the  following 
examples: 

Example  (1).  Assume  that  X  Corporation 
desires  to  merge  Into  Y  Corporation,  a  loss 
corporation.  In  a  reorganization.  A  and  B, 
who  are  the  controlling  stockholders  of  X 
Ccu-poratlon,  with  a  view  to  avoiding  the  20- 
percent  continuity  of  Interest  requirement 
of  section  382(b)(1),  acquire  for  cash  40 
percent  of  the  fair  market  value  of  the  out¬ 
standing  stock  of  Y  Corporation  (or  acquire 
an  option  to  purchase  such  stock,  which 
option  they  exercise  shortly  after  the  merg¬ 
er).  Thereafter,  Y  Corporation  acquires 
the  assets  of  X  Corporation  In  a  reorgan¬ 
ization  to  which  section  381(a)  applies.  In 
determining  whether  the  20-percent  con¬ 
tinuity  requirement  Is  satisfied  (and.  If  not, 
the  amount  of  the  reduction  under  section 
382(b)  (2) ),  the  stock  of  Y  Corporation  pur¬ 
chased  by  A  and  B  (or  acquired  upon  their 
exercise  of  the  option)  will  be  considered  as 
outstanding  immediately  after  the  reorgan¬ 
ization  but  will  not  be  considered  as  owned 
by  persons  who  were  stockholders  of  Y  Cor¬ 
poration  Immediately  before  the  reor¬ 
ganization. 

Example  (2).  Assume  that  X  Corporation, 
which  has  a  net  worth  of  $2,000,000,  desires 
to  acquire  the  assets  of  Y  Corporation,  a  loss 
corporation,  which  has  a  net  worth  of 
$100,000.  X  Corporation  also  desires  to  ac¬ 
quire  the  assets  of  Z  Corporation,  which  has 
a  net  worth  of  $400,000.  With  a  view  to 
avoiding  the  20-percent  continuity  require¬ 
ment,  Z  Corporation  acquires  the  assets  of 
Y  Corporation  In  a  reorganization  to  which 
section  881(a)  applies.  Immediately  after 
the  reorganization,  the  former  stockholders 
of  Y  Corporation  own  20  percent  of  the  fair 
market  value  of  the  outstanding  stock  of 
Z  Corporation.  Shortly  thereafter,  X  Cor¬ 
poration  acquires  the  assets  of  Z  Corporation 
In  a  reorganization  to  which  section  381(a) 
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applies.  Immediately  after  the  reorganiza¬ 
tion,  the  former  stockholders  of  Y  Corpora¬ 
tion  own  4  percent  of  the  fair  market  value 
of  the  outstanding  stock  of  X  Corporation. 
Under  these  circumstances,  the  application 
of  section  382(b)(1)  to  the  net  operating 
loss  carryovers  of  Y  Corporation  shall  be 
determined  by  reference  to  the  fair  market 
value  of  the  outstanding  stock  of  X  Corpora¬ 
tion  owned,  immediately  after  the  successive 
reorganizations,  by  the  stockholders  (imme¬ 
diately  before  the  successive  reorganizations) 
of  Y  Corporation.  Therefore,  the  net  operat¬ 
ing  loss  carryovers  from  Y  Corporation  will 
be  reduced  by  80  percent. 

(d)  Exception  to  application  of  section 
382(b).  (1)  Section  382(b)(3)  provides 
an  exception  to  the  application  of  the 
reduction  provided  in  section  382(b)  (1). 
Under  this  exception  there  is  no  reduc¬ 
tion  if,  immediately  before  the  reorgan¬ 
ization,  the  transferor  corporation  and 
the  acquiring  corporation  are  owned  sub¬ 
stantially  by  the  same  persons  in  the 
same  proportion.  If  the  acquiring  cor¬ 
poration  is  not  in  existence  immediately 
before  the  reorganization  (as  in  the  case 
of  a  statutory  consolidation),  the  re¬ 
quirements  of  section  382(b)  (3)  are  not 
met  unless  the  transferor  corporations 
immediately  before  the  reorganization 
are  owned  substantially  by  the  same  per¬ 
sons  in  the  same  proportion. 

(2)  The  transferor  corporation  and 
the  acquiring  corporation  will  be  con¬ 
sidered  as  owned  substantially  by  the 
same  persons  in  the  same  proportion 
only  if  the  same  persons  own  substan¬ 
tially  all  the  stock  of  the  corporations 
in  substantially  the  same  proportion. 
This  rule  may  be  illustrated  by  the  fol¬ 
lowing  examples : 

Example  (1).  A  and  B  each  owns  60  per¬ 
cent  of  the  fair  market  value  of  the  out¬ 
standing  stock  of  X  Corporation.  A  owns  62 
percent  and  B  owns  48  percent  of  the  fair 
market  value  of  the  outstanding  stock  of  Y 
Corporation.  Y  Corporation  acquires  the 
assets  of  X  Corporation  in  a  reorganization 
to  which  section  381(a)  applies.  The  excep¬ 
tion  provided  in  section  382(b)(3)  is 
applicable. 

Example  (2).  A  and  B  each  owns  60  per¬ 
cent  of  the  fair  market  value  of  the  out¬ 
standing  stock  of  X  Corporation.  A  owns  60 
percent  and  B  owns  40  percent  of  the  fair 
market  value  of  the  outstanding  stock  of  Y 
Corporation.  Y  Corporation  acquires  the 
assets  of  X  Corporation  in  a  reorganization 
to  which  section  381(a)  applies.  The  excep¬ 
tion  provided  in  section  382(b)(3)  is  not 
applicable. 

Example  (3).  A  and  B  each  owns  48  per¬ 
cent  of  the  fair  market  value  of  the  outstand¬ 
ing  stock  of  X  Corporation  and  of  Y  Corpo¬ 
ration.  C  owns  the  remaining  4  percent  of 
X  Corporation  and  D  owns  the  remaining  4 
percent  of  Y  Corporation.  Y  Corporation 
acquires  the  assets  of  X  Corporation  in  a 
reorganization  to  which  section  381(a)  ap¬ 
plies.  The  exception  provided  in  section 
382(b)  (3)  is  applicable. 
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Example  (4).  A  and  B  each  owns  40  per¬ 
cent  of  the  fair  market  value  of  the  out¬ 
standing  stock  of  X  Corporation  and  of  Y 
Corporation.  C  owns  the  remaining  20  per¬ 
cent  of  X  Corporation  and  D  owns  the  re¬ 
maining  20  percent  of  Y  Corporation.  Y 
Corporation  acquires  the  assets  of  X  Corpo¬ 
ration  in  a  reorganization  to  which  section 
381(a)  applies.  The  exception  provided  in 
section  382(b)  (3)  is  not  applicable. 

(3)  The  exception  provided  in  section 
382(b)(3)  is  not  applicable  in  any  case 
in  which  stock  of  the  transferor  or  ac¬ 
quiring  corporation  is  acquired  or  dis¬ 
posed  of  for  the  purpose  of  meeting  the 
requirements  of  section  382(b)(3).  For 
example,  section  382(b)  (3)  is  not  appli¬ 
cable  if  A,  owning  100  percent  of  the 
outstanding  stock  of  X  Corporation  and 
75  percent  of  the  outstanding  stock  of 
Y  Corporation,  a  loss  corporation,  ac¬ 
quires  the  remaining  25  percent  of  the 
outstanding  stock  of  Y  Corporation  with 
a  view  to  merging  the  two  corporations. 

(e)  Carryovers  to  subsequent  years. 
(1)  The  reduction  provided  in  section 
382(b)(1)  applies  only  to  net  operating 
loss  carryovers  to  the  first  taxable  year 
of  the  acquiring  corporation  ending 
after  the  date  of  transfer.  However, 
section  382(b)  (4)  contains  a  rule  to  en¬ 
sure  that  the  portion  of  the  carryovers 
equal  to  the  amount  of  the  reduction 
will  not  be  available  for  deduction  in 
subsequent  taxable  years  of  the  acquir¬ 
ing  corporation.  This  rule  provides  that 
If  a  reduction  is  applicable  imder  sec¬ 
tion  382(b)(1),  then  in  computing  net 
operating  loss  carryovers  from  taxable 
years  of  the  transferor  and  acquiring 
corporations  ending  on  or  before  the 
date  of  transfer  to  taxable  years  of  the 
acquiring  corporation  subsequent  to  the 
first  taxable  year  ending  after  the  date 
of  transfer,  the  income  of  the  acquiring 
corporation  for  such  first  taxable  year, 
as  computed  under  section  172(b)  (2) 
(without  regard  to  the  fact  that  the 
deduction  under  section  172(a)  is  re¬ 
duced  by  the  amount  computed  under 
section  382(b)(2)),  shall  be  increased 
by  the  amount  of  the  reduction  com¬ 
puted  under  section  382(b)(2)  for  that 
year.  The  preceding  rule  may  be  il¬ 
lustrated  by  the  following  example: 

Example.  X  Corporation  and  Y  Corpora¬ 
tion  are  organized  on  January  1,  1967,  and 
each  makes  Its  return  on  the  basis  of  the 
calendar  year.  On  December  31,  1958,  Y 
Corporation  acquires  the  assets  of  X  Cor¬ 
poration  in  a  reorganization  to  which  sec¬ 
tion  381(a)  applies.  Immediately  after  the 
reorganization,  those  persons  who  were 
stockholders  of  X  Corporation  Immediately 
before  the  reorganization  own  10  percent  of 
the  fair  market  value  of  the  outstanding 
stock  of  Y  Corporation.  The  net  operating 
losses  and  the  taxable  Income  (computed 
without  any  net  operating  loss  deduction) 
of  the  two  corporations  are  as  follows: 


X  Corporation  Y  Corporation 

Year:  (transferor)  (acquirer) 

1957 . — . - . . . —  ($6,000)  ($5,000) 

1968 . . . - .  (16,000)  (1,000) 

1959 _ _  _  5,  000 


The  computation  of  the  carryovers  to  Y  Corporation’s  calendar  year  1960  may  be  Illustrated 


as  follows: 

(1)  X  Corporation’s  1957  loss.  The  carryover  to  1960  Is  $0.  computed  as  foUows: 

Net  operating  loss -  $5. 090 
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Less: 

X’s  1958  taxable  Income _  $0 

T's  1959  taxable  Income  before  adjustment  under  eecUon  882 

(b)(4) .  85,000 

Plus  amovint  of  reduction  computed  under  section  382(b)(2) 

( 50 of  $20,000) . . . . . —  10,000 

-  15,000 

-  $15,000 


Carryover  to  1960 -  0 

(ii)  Y  Corporation's  1957  loss.  The  carryover  to  1960  Is  $0,  computed  as  follows; 

Net  operating  loss -  $5,  000 

Less: 

Y's  1958  taxable  Income _  $0 

T’s  1959  taxable  Income  before  net  operating  loss  deduction  and 

adjustment  under  section  382(b)(4) -  $5,000 

Minus  Y’s  1959  net  operating  loss  deduction  (l.e.,  X’s  1957 

carryover ) _  5, 000 

Plus  amount  of  reduction  under  section  382(b)(2) _  10,000 

-  10, 000 

-  10, 000 


Carryover  to  1960 -  0 

(lii)  X  Corporation’s  1958  loss.  The  carryover  to  1960  is  $10,000,  computed  as  follows: 

Net  operating  loss _  $15, 000 

Less: 

X’s  1957  taxable  Income - - - - -  $0 

Y's  1959  taxable  income  before  net  operating  loss  deduction 

and  adjustment  under  section  382(b)(4) _  $5,000 

Minus  T’s  1959  net  operating  loss  deduction  (l.e.,  X’s  1957  carry¬ 
over  of  $5,000  and  Y’s  1957  carryover  of  $5,000) _  10, 000 

Plus  amount  of  reduction  under  section  382(b)(2) _  10,000 

-  5,000 

-  5,000 


Carryover  to  1960 _  10,000 

(iv)  7  Corporation’s  1958  loss.  The  carryover  to  1960  is  $1,000,  computed  as  follows: 

Net  operating  loss - $1,000 

Less: 

Y’s  1957  taxable  income _ _ _ _ _  $0 

Y’s  1959  taxable  Income  before  net  operating  loss  deduction  and 

adjustment  under  section  382(b)(4) _  $5,000 

Minus  T’s  1959  net  operating  loss  deduction  (l.e.,  X’s  1957  carryover 
of  $5,000,  T's  1957  carryover  of  $5,000,  and  X’s  1958  carryover  of 

$15,000) . . . . . . . .  25,000 

Plus  amount  of  reduction  under  section  382(b)(2) . . .  10,000 

-  0 

—  0 


Carryover  to  1960 _  1, 000 


(V)  Summary  of  carryovers  to  1960.  The 
aggregate  of  the  net  operating  loss  carryovers 
to  1960  is  $11,000,  computed  as  follows: 


X’s  1958  loss . . $10,000 

Y’s  1958  loss . . . 1,000 

•Ibtal . 11,000 


(2)  If  the  date  of  transfer  is  on  a  day 
other  than  the  last  day  of  a  taxable  year 
of  the  acquiring  corporation,  and  if  the 
reduction  provided  in  section  382(b)(1) 
applies  to  net  operating  loss  carryovers 
of  the  transferor  corporation,  then  for 
purposes  of  section  381(c)(1)(C),  the 
adjustment  provided  in  section  382(b) 
(4)  shall  be  considered  as  an  increase  in 
income  of  the  “postacquisition  part  year” 
and  no  portion  of  such  adjustment  shall 
be  considered  as  an  increase  in  income  of 
the  ‘‘preacquisition  part  year.” 

(f)  Attribution  of  ownership.  (1) 
Section  382(b)  (5)  provides  a  special  rule 
for  determining  whether  the  reduction 
provided  in  section  382(b)(1)  applies  in 
cases  where,  immediately  before  the  re¬ 
organization,  either  the  transferor  cor- 


Value  of  stock  of  loss  corporation  immedi¬ 
ately  before  reorganization  (C) 

Value  of  stock  of  acquiring  conwratioTT  lm~ 
mediately  after  reorganization  (O) 


poration  or  the  acquiring  corporation 
owns  outstanding  stock  of  the  loss  cor¬ 
poration.  Under  this  rule,  the  trans¬ 
feror  or  acquiring  corporation  (which¬ 
ever  owns  stock  of  the  loss  corporation) 
is  treated  as  owning,  immediately  after 
the  reorganization,  a  percentage,  A,  of 
the  fair  market  value  of  the  acquiring 
corporation’s  outstanding  stock  which 
bears  the  same  ratio  to  B  (the  percentage 
of  the  fair  market  value  of  the  stock  of 
the  loss  corporation  owned,  immediately 
before  the  reorganization,  by  such  trans¬ 
feror  or  acquiring  corporation)  as  C  (the 
fair  market  value  of  the  outstanding 
stock  of  the  loss  corporation  immediately 
before  the  reorganization)  bears  to  D 
(the  fair  market  value  of  the  outstand¬ 
ing  stock  of  the  acquiring  corporation 
immediately  after  the  reorganization). 
Stated  algebraically,  the  percentage  of 
the  fair  market  value  of  the  acquiring 
corporation’s  outstanding  stock  treated 
as  owned  by  the  transferor  or  acquiring 
corporation  immediately  after  the  reor¬ 
ganization,  A.  equals — 


Percentage  of  stock  of  loss  corporation  owned 
by  transferor  or  acquiring  corporation  im¬ 
mediately  before  reorganization  (B) 


The  preceding  rule  may  be  illustrated  by 
the  following  examples: 

Example  (1).  Assume  that  X  Corporation 
owns  25  percent  of  the  fair  market  value  of 
the  outstanding  stock  of  Y  Corporation,  a 
loss  corporation:  that  X  Corporation  ac¬ 
quiree  the  assets  of  Y  Corporation  in  a  re¬ 
organization  to  which  section  381(a)  applies; 
that  immediately  before  the  reorganization 
the  total  outstanding  stock  of  Y  Corporation 
has  a  fair  market  value  of  $10,000;  and  that 
immediately  after  the  reorganization  the 
total  outstanding  stock  of  X  Corporation  has 
a  fair  market  value  of  $50,000.  For  the  pur¬ 
pose  of  determining  whether  the  reduction 
provided  in  section  382(b)(1)  is  applicable 
(and,  if  so,  the  amount  of  the  reduction 
computed  under  section  382(b)(2)),  X  Cor¬ 
poration  is  treated  as  owning  (immediately 
after  the  reorganization)  5  percent  of  the 
fair  market  value  of  its  outstanding  stock, 
determined  as  follows. 


$10,000  (C) 
$50T0b6  (D) 


X25%  (B)  =5',  (A) 


Thus,  if  the  other  former  stockholders  of  Y 
Corporation  own.  after  the  reorganization, 
at  least  15  percent  of  the  fair  market  value 
of  the  outstanding  stock  of  X  Corporation 
as  the  result  of  owning  stock  In  Y  Corpora¬ 
tion,  there  will  be  no  reduction  under  sec¬ 
tion  382(b)  (1) . 

Example  (2).  Assume  the  same  facts  as 
in  example  (1),  except  that  Y  Corporation 
acquires  the  assets  of  X  Corporation  in  a 
reorganization  to  which  section  381(a)  ap¬ 
plies  and  that  immediately  after  the  reorgan¬ 
ization  the  total  outstanding  stock  of  Y 
Corporation  has  a  fair  market  value  of  $50.- 
000.  The  result  Is  the  same  as  that  In  ex¬ 
ample  ( 1 ) .  X  Corporation  Is  treated  as  own¬ 
ing  (Immediately  after  the  reorganization) 
5  percent  of  the  fair  market  value  of  the 
outstanding  stock  of  Y  Corporation.  Thus, 
there  will  be  no  reduction  under  section 
382(b)(1)  If  those  persons  (other  than  X 
Corporation)  who  were  stockholders  of  Y 
Corporation  Immediately  before  the  reorg¬ 
anization  own  at  least  15  percent  of  the  fair 
market  value  of  the  outstanding  stock  of 
Y  Corporation  Immediately  after  the  re¬ 
organization. 


(2)  The  provisions  of  paragraph  (5) 
of  section  382(b)  do  not  apply  with  re¬ 
spect  to  an  interest  in  a  loss  corporation 
which  is  acquired  for  the  purpose  of 
avoiding  the  20-percent  continuity  of 
interest  requirement  of  section  382(b) 
(1).  Thus,  paragraph  (5)  of  section 
382(b)  does  not  apply  with  respect  to 
stock  of  a  loss  corporation  which  is  ac- 
quh’ed  by  another  corporation  with  a 
view  to  causing  a  merger  of  the  two  cor¬ 
porations.  For  example,  if  X  Corpora¬ 
tion  owns  15  percent  of  the  fair  market 
value  of  the  outstanding  stock  of  Y  cor¬ 
poration,  a  loss  corporation,  and  if  X 
Corporation  purchases  an  additional  15 
percent  with  a  view  to  causing  a  merger 
of  the  two  corporations,  paragraph  (5) 
of  section  382(b)  applies  only  with  re¬ 
spect  to  the  stock  previously  held  by 
X  Corporation  and  not  to  the  stock  so 
purchased. 

(g)  Stock  of  corporation  controlling 
acquiring  corporation.  (1)  Section  382 
(b)  (6)  provides  a  special  rule  for  deter¬ 
mining  whether  the  reduction  provided 
in  section  382(b)(1)  applies  in  cases 
where  the  transferor  corporation  is  a 
loss  corporation  and  the  former  stock¬ 
holders  of  the  loss  corporation  own,  as 
a  result  of  the  reorganization,  stock  in 
a  corporation  which  controls  (i^thin  the 
meaning  of  section  368(c) )  the  acquiring 
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corporation.  In  such  cases,  the  former 
stockholders  of  the  loss  corporation  are 
treated  as  owning,  after  the  reorganiza¬ 
tion,  stock  of  the  acquiring  corporation 
equal  in  value  to  the  fair  market  value 
of  their  stock  in  the  controlling  corpora¬ 
tion.  This  rule  may  be  illustrated  by 
the  following  example: 

Example.  X  Corporation  owns  100  percent 
of  the  stock  of  Y  Corporation.  In  a  re¬ 
organization  to  which  section  381(a)  applies, 
T  Corporation  acquires  the  assets  of  Z  Cor¬ 
poration,  a  loss  corporation,  in  exchange  for 
stock  of  X  Corporation.  Immediately  after 
the  reorganization  the  total  outstanding 
stock  of  Y  Corporation  has  a  fair  market 
value  of  $50,000,  and  th*;  stockholders  (im¬ 
mediately  before  the  reorganization)  of  the 
loss  corporation  own,  as  a  result  of  the  re¬ 
organization,  stock  of  X  Corporation  having 
a  fair  market  value  of  $20,000.  For  the  pur¬ 
pose  of  determining  whether  the  reduction 
provided  in  section  382(b)(1)  Is  applicable 
(and,  if  so,  the  amount  of  the  reduction 
computed  under  section  382(b)(2)),  the 
former  stockholders  of  the  loss  corporation 
are  treated  as  owning  stock  of  Y  Corporation 
worth  $20,000  (the  value  of  their  stock  in  X 
Corporation) ,  which  is  40  percent  ($20,000  di¬ 
vided  by  $50,000)  of  the  fair  market  value 
of  the  outstanding  stock  of  the  acquiring 
corporation. 

(2)  The  20-percent  continuity  of  in¬ 
terest  requirement  of  section  382(b)(1) 
applies  with  respect  to  an  interest  in  the 
corporation  desiring  to  utilize  the  net 
operating  loss  carryovers  from  the  loss 
corporation.  Thus,  the  provisions  of  sec¬ 
tion  382(b)  (6)  and  of  subparagraph  (1) 
of  this  paragraph  apply  only  if,  at  the 
time  of  the  reorganizatiop,  it  is  intended 
that  the  acquiring  corporation  itself,  and 
not  the  corporation  which  controls  the 
acquiring  corporation,  shall  make  use  of 
the  net  operating  loss  carryovers  from 
the  loss  corporation.  Section  382(b)  (6) 
and  subparagraph  (1)  of  this  paragraph 
do  not  apply  if  the  loss  corporation  is  ac¬ 
quired  by  a  controlled  corporation  with 
a  view  to  the  liquidation  of  the  controlled 
corporation  into  its  parent  at  a  time  when 
a  substantial  part  of  the  net  operating 
loss  carryovers  from  the  loss  corporation 
remain  to  be  utilized .  (This  requirement 
is  satisfied  in  any  case  in  which  such  ac¬ 
tion  was  contemplated  at  the  time  of  the 
reorganization  by  those  persons  in  a 
position  to  determine  the  policies  of  the 
controlled  corporation.)  In  such  case,  it 
is  the  controlling  corporation,  instead  of 
the  controlled  corporation,  in  which  the 
former  stockholders  of  the  loss  corpora¬ 
tion  must  own  a  20-percent  interest. 
Thus,  assume  in  the  example  appearing 
in  subparagraph  (1)  of  this  paragraph, 
that  the  total  fair  market  value  of  the 
outstanding  stock  of  X  Corporation  im¬ 
mediately  after  the  reorganization  is 
$200,000  and  that  X  Corporation  causes 
Y  Corporation  to  be  liquidated  at  a  time 
when  a  substantial  part  of  the  loss  carry¬ 
overs  from  Z  Corporation  remain  to  be 
utilized.  Under  these  circumstances,  the 
former  stockholders  of  the  loss  corpora¬ 
tion  would  own  after  the  reorganization 
only  10  percent  ($20,000  divided  by  $200,- 
000)  of  the  fair  market  value  of  the  out¬ 
standing  stock  of  the  controlling  cor¬ 
poration  and  the  net  operating  loss 
No.  261— Part  I - 6 


carryovers  from  Z  Corporation  to  the 
first  taxable  year  of  Y  Corporation  end¬ 
ing  after  the  date  of  transfer  would  ac¬ 
cordingly  be  reduced  by  50  percent. 

§  1.382(c)  Statutory  provisions;  special 
limitations  on  net  operating  loss 
carryovers;  definition  of  stock. 

Sec.  382.  Special  limitations  on  net  operat¬ 
ing  loss  carryovers.  •  *  * 

(c)  Definition  of  stock.  For  purposes  of 
this  section,  *‘stock”  means  all  shares  except 
nonvoting  stock  which  is  limited  and  pre¬ 
ferred  as  to  dividends. 

§  1.382(c)— 1  Definition  of  stock. 

Section  382(c)  contains  the  definition 
of  the  term  “stock”  for  purposes  of  sec¬ 
tion  382  (a)  and  (b).  For  these  pur¬ 
poses,  the  term  “stock”  means  all  out¬ 
standing  shares  except  nonvoting  stock 
which  is  limited  and  preferred  as  to 
dividends. 

§  1.394  Statutory  provisions;  eiTective 
date  of  part  V,  subchapter  C,  chapter 
1  of  the  Code. 

Sec.  394.  Effective  date  of  part  V — (a)  Sec¬ 
tion  381.  Except  as  otherwise  provided  in 
this  subchapter,  section  381  shall  apply  to 
liquidations  and  reorganizations,  the  tax 
treatment  of  which  is  determined  under  this 
Code. 

(b)  Section  382(a).  For  purpose  of  ap¬ 
plying  the  special  limitation  on  net  operat¬ 
ing  loss  carryovers  in  section  382(a),  the 
beginning  of  the  taxable  years  specified  In 
clauses  (1)  and  (11)  of  section  382(a)  (1)  (A) 
shall  be  considered  to  be  the  beginning  of 
such  taxable  years  or  June  22,  1954,  which¬ 
ever  occurs  later. 

(c)  Section  382(b).  Section  382(b)  shall 
apply  to  reorganizations,  the  tax  treatment 
of  which  Is  determined  under  this  Code. 

§  1.394—1  Effective  date  of  part  V  of 
subchapter  C. 

(a)  Section  381.  Section  394(a)  pro¬ 
vides  that,  except  £is  otherwise  provided 
in  subchapter  C,  chapter  1  of  the  Code, 
section  381  shall  apply  to  liquidations 
and  reorganizations,  the  tax  treatment 
of  which  is  determined  under  the  Inter¬ 
nal  Revenue  Code  of  1954.  For  such 
liquidations,  see  section  392  and  the  regu¬ 
lations  thereunder.  For  such  reorgani¬ 
zations,  see  section  393  and  the  regula¬ 
tions  thereunder. 

(b)  Section  382(a).  Section  394(b) 
provides  that  for  purposes  of  applying 
the  special  limitation  on  net  operating 
loss  carryovers  contained  in  section 
382(a),  the  beginning  of  the  taxable 
years  specified  in  clauses  (1)  and  (11)  of 
section  382(a)  (1)  (A)  shall  be  considered 
to  be  the  beginning  of  such  taxable  years 
or  June  22,  1964,  whichever  occurs  later. 
Thus,  if  X  Corporation  made  its  returns 
for  1954  and  1955  on  the  basis  of  the 
calendar  year,  then  in  determining 
whether  the  limitation  contained  in 
section  382(a)  applies  as  of  December 
31,  1954,  the  beginning  of  the  taxable 
years  specified  in  clauses  (i)  and  (ii)  of 
section  382(a)(1)(A)  would  be  Jime  22, 

1954,  and  in  determining  whether  sec¬ 
tion  382(a)  applies  as  bf  December  31, 

1955,  the  beginning  of  the  taxable  year 
specified  in  clause  (i)  of  section 
382(a)  (1)  (A)  would  be  January  1,  1955, 


and  the  beginning  of  the  taxable  year 
specified  in  clause  (11)  of  section 
382(a)  (1)  (A)  would  be  June  22,  1954. 

(c)  Section  382(b).  Section  394(c) 
provides  that  section  382(b)  shall  apply 
to  reorganizations,  the  tax  treatment  of 
which  is  determined  under  the  Internal 
Revenue  Code  of  1954.  See  section  393 
and  the  regulations  thereunder. 
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BEER 

Concentration  and  Reconstitution 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treas¬ 
ury  or  his  delegate.  The  regulations  are 
proposed  for  consideration  by  reason  of 
a  petition  for  the  issuance  of  regulations 
dealing  with  the  subject  of  the  proposals 
by  the  Union  Carbide  Corporation,  New 
York,  N.Y.  Prior  to  the  final  adoption 
of  such  regulations,  consideration  will  be 
given  to  any  comments  or  suggestions 
pertaining  thereto  which  are  submitted 
in  writing,  in  duplicate,  to  the  Director, 
Alcohol  and  Tobacco  Tax  Division,  In¬ 
ternal  Revenue  Service,  Washington  25, 
D.C.,  within  the  period  of  90  days  from 
the  date  of  publication  of  this  notice  in 
the  Federal  Register,  or  prior  to  the 
termination  of  the  public  hearing  sched¬ 
uled  herein,  whichever  is  later.  A  public 
hearing  on  these  proposed  regulations 
will  be  held  on  Tuesday,  March  21,  1961, 
at  10:00  a.m.;  e.s.t.,  in  Room  3313,  In¬ 
ternal  Revenue  Building,  Twelfth  Street 
and  Constitution  Avenue  NW.,  Wash¬ 
ington,  D.C.,  at  which  time  and  place  all 
interested  parties  will  be  afforded  an 
opportunity  to  be  heard,  in  person  or  by 
authorized  representative,  with  reference 
to  the  proposals.  Persons  who  plan  to 
attend  the  hearing  are  requested  to  so 
notify  the  Commissioner  of  Internal 
Revenue,  Attention:  0:AT,  Washington 
25,  D.C.,  by  March  13,  1961.  The  pro¬ 
posed  regulations  are  to  be  issued  under 
the  authority  contained  in  section  7805 
of  the  Internal  Revenue  Code  of  1954. 

[SEAL]  Dana  Latham, 

Commissioner  of  Internal  Revenue. 

In  order  to  provide  by  regulations  for 
(1)  the  production  in  a  brewery  of  a 
concentrate  from  beer  by  the  removal 
of  water,  (2)  the  reconstitution  of  beer 
from  such  concentrate  by  brewers  by 
the  addition  of  water  and  carbon  di¬ 
oxide,  (3)  the  qualification  as  breweries 
of  plants  concentrating  or  reconstitut¬ 
ing  beer,  (4)  the  transfer  of  concentrate 
between  breweries  belonging  to  the  same 
brewer,  and  (5)  the  exportation  of  the 
concentrate  without  pajnnent  of  tax, 
the  regulations  In  26  CFR  Part  245, 
“Beer”,  are  amended  by  Inserting  the 
following  subpart  Immediately  after 
subpart  AA: 
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PROPOSED  RULE  MAKING 


Subpart  BB — Concentration  and 
Reconstitution  of  Beer 

Sec. 

245.235  General. 

245  239  Application  for  approval  of  con¬ 
centration  iM-ocess. 

245.23T  Conditions  to  use  of  concentration 
process. 

245.238  Application  for  approval  of  recon¬ 

stitution  process. 

245.239  Conditions  to  use  of  reconstitution 

process. 

245.240  Consent  of  surety  on  bond  of  brewer 

concentrating  beer. 

245.241  Consent  of  surety  on  bond  of  brewer 

reconstituting  beer. 

245.242  Op>erations. 

245.243  Transfers  between  breweries. 

245.244  Eixportatlon. 

245.245  Records  and  reports. 

§  245.235  General. 

The  term  "concentrate”  as  used  in 
this  subpait  means  a  concentrate  pro¬ 
duced  from  beer  by  the  removal  of  water 
therefrom.  A  brewer  may,  in  accordance 
with  the  provisions  of  this  subpart,  pro¬ 
duce  concentrate,  reconstitute  beer  from 
concentrate  in  the  brewery,  transfer  such 
concentrate  from  the  brewery  to  another 
brewery  of  the  same  ownership,  and  re¬ 
move  such  concentrate  from  the  brewery 
without  payment  of  tax  for  exportation 
or  for  transfer  to  and  deposit  in  foreign- 
trade  zones  for  exportation  or  for  stor¬ 
age  pending  exportation.  Concentrate 
shall  not  be  produced,  or  beer  be  recon¬ 
stituted  from  concentrate,  nor  shall  con¬ 
centrate  be  removed  from  the  brewery, 
except  as  provided  in  this  subpart.  The 
processes  of  concentration  and  recon¬ 
stitution  of  beer,  approved  in  accordance 
with  the  provisions  of  this  subpart,  are 
deemed  to  be  authorized  processes  in 
the  production  of  beer.  Every  person 
who  produces  concentrate,  or  who  recon¬ 
stitutes  beer  from  concentrate,  shall 
qualify  as  a  brewer  in  accordance  with 
the  provisions  of  this  part,  and  comply 
with  all  applicable  provisions  thereof. 
Beer  reconstituted  from  concentrate  in 
accordance  with  this  subpart  shall,  for 
the  purposes  of  this  chapter,  be  treated 
the  same  as  beer  which  has  not  been 
concentrated  and  reconstituted  and  all 
provisions  of  this  chapter  applicable  to 
beer  which  has  not  been  concentrated 
and  reconstituted  shall  be  applicable 
thereto.  Notwithstanding  the  provisions 
of  §  245.46,  a  brewer  whose  bond  is  or 
would  be  less  than  the  maximum  penal 
sum  under  that  section  and  who  com¬ 
mences  or  continues  to  concentrate  beer 
under  the  provisions  of  this  subpart  shall 
have  on  file  with  the  assistant  regional 
commissioner  a  bond  or  bonds  with  a 
total  penal  sum  equal  to  the  amount 
computed  under  §  245.46  plus  the  amount 
of  tax  at  the  rate  prescribed  by  law  on 
beer  produced  and  removed  for  con¬ 
sumption  or  sale,  computed  on  the  maxi¬ 
mum  quantity  of  beer  to  be  used  in  the 
concentration  of  beer  by  him  during  any 
one  calendar  month,  but  not  in  excess  of 
the  maximum  penal  sum  provided  in 
§  245.46. 

§  245.236  Application  for  approval  of 
concentration  process. 

A  brewer  intending  to  produce  concen¬ 
trate  shall  file  with  the  Director,  Alcohol 
and  Tobacco  Tax  Division,  through  the 


assistant  regional  commissioner,  an  ap¬ 
plication-on  Form  3019,  for  approval  of 
the  process  which  he  intends  to  use.  The 
application  shall  describe  the  concentra¬ 
tion  process  to  be  employed  and  the 
equipment  to  be  used,  state  the  degree  to 
which  the  beer  will  be  concentrated,  and 
specify  the  premises  where  the  concen¬ 
trate  will  be  reconstituted.  A  brewer 
shall  not  employ  a  concentration  process 
until  the  application  with  respect  thereto 
on  Form  3019  has  been  approved  by  the 
Director.  The  Director,  Alcohol  and 
Tobacco  Tax  Division,  may  require  a 
brewer  to  furnish  with  the  application  a 
flow  diagram,  drawing,  or  other  accurate 
depiction  of  the  process.  The  Director 
or  the  assistant  regional  commissioner 
may  at  any  time  require  the  brewer  to 
submit  such  samples  and  additional  in¬ 
formation  relating  to  the  operation  as 
he  may  consider  necessary. 

§  245.237  Conditions  to  use  of  concen¬ 
tration  process. 

The  Director,  Alcohol  and  Tobacco  Tax 
Division,  shall  not  approve  an  applica¬ 
tion  for  concentration  unless  the  brewer 
has  filed  with  the  assistant  regional  com¬ 
missioner  a  consent  of  surety  on  his  bond 
Form  1566  as  provided  in  §  245.240.  The 
process  of  concentration  of  beer  shall  not 
be  used  unless  the  beer  on  reconstitution 
will,  without  the  addition  of  any  sub¬ 
stance  other  than  carbon  dioxide  and 
water,  possess  substantially  the  taste, 
aroma,  color,  and  other  characteristics 
of  such  beer  before  concentration.  Also, 
no  process  of  concentration  which  sepa¬ 
rates  alcoholic  spirits  from  any  fer¬ 
mented  substance  shall  be  employed  in 
the  brewery.  Alcoholic  spirits  so  sepa¬ 
rated  or  any  concentrated  fermented 
substance  which  on  reconstitution  solely 
with  water  and  carbon  dioxide  will  not 
possess  the  taste,  aroma,  color,  and  other 
characteristics  of  beer  produced  merely 
by  natural  fermentation,  shall  be  classed 
and  taxed  as  distilled  spirits.  Approval 
of  any  application  to  use  any  process  of 
concentrating  beer  shall  be  conditioned 
on  agreement  by  the  brewer  that  the 
concentrate  will  not  be  removed  from  the 
brewery  except  as  specifically  authorized 
in  this  subpart  and,  except  in  the  case  of 
removal  for  exportation  as  provided  in 
§  245.244,  that  the  concentrate  shall  be 
reconstituted  in  accordance  with  the  ap¬ 
proved  process  for  reconstitution  ap¬ 
plicable  thereto.  The  Director,  Alcohol 
and  Tobacco  Tax  Division,  may  withdraw 
approval  of  a  concentration  process  in 
any  case  where  the  brewer  fails  to  comply 
with  the  provisions  of  this  subpart. 

(72  Stat.  1313;  26  U.S.C.  5002) 

§  245.238  Appliration  for  approval  of 
reron.slilution  process. 

A  brewer  intending  to  reconstitute 
beer  from  concentrate  shall  file  with  the 
Director,  Alcohol  and  Tobacco  Tax  Divi¬ 
sion.  through  the  assistant  regional 
commissioner,  an  application  on  Form 
3019,  for  approval  of  the  process  to  be 
used  in  reconstitution  at  the  brewery. 
The  application  shall  describe  the  recon¬ 
stitution  process  to  be  employed  and  the 
equipment  to  be  used,  and  state  the  de¬ 
gree  to  which  the  beer  will  be  reconsti¬ 
tuted.  The  brewer  shall  state  in  the 


application  the  name  and  address  of  the 
brewery  at  which  the  concentrate  to  be 
used  is  to  be  produced.  The  brewer  shall 
not  employ  the  reconstitution  process 
until  the  application  with  respect  thereto 
on  Form  3019  has  been  approved  by  the 
Director,  Alcohol  and  Tobacco  Tax  Divi¬ 
sion.  The  Director  may  require  a  brewer 
to  furnish  with  the  application  a  flow 
diagram,  drawing,  or  other  accurate 
depiction  of  the  process.  The  Director 
or  the  assistant  regional  commissioner 
may  at  any  time  require  the  brewer  to 
submit  such  samples  and  additional  in¬ 
formation  relating  to  the  operation  as 
he  may  consider  necessary. 

§  245.239  Conditions  to  use  of  recon¬ 
stitution  process. 

The  Director,  Alcohol  and  Tobacco 
Tax  Division,  shall  not  approve  an  appli¬ 
cation  for  reconstitution  unless  the 
brewer  has  filed  with  the  assistant  re¬ 
gional  commissioner  a  consent  of  surety 
on  his  bond  Form  1566,  as  provided  in 
§  245.241.  The  process  of  reconstitution 
of  beer  shall  consist  of  the  addition  to 
concentrate  of  carbon  dioxide,  and  of 
water  only  in  the  proportion  set  forth 
in  the  process  approved  under  §  245.238. 
Suflicient  water  must  be  added  to  the 
concentrate  to  restore  it  to  a  volume  not 
less  than,  and  an  alcoholic  content  not 
greater  than,  that  of  the  beer  used  to 
produce  the  concentrate.  Approval  of 
any  application  to  use  any  process  of 
reconstituting  beer  shall  be  conditioned 
on  agreement  by  the  brewer  that  he  will 
be  responsible  and  accountable  for  all 
concentrate  removed  for  transfer  to  him 
from  the  time  of  removal  from  the  con¬ 
signor  brewery  and  that  the  concentrate 
will  not  be  removed  from  his  brewery 
except  as  specifically  authorized  in  this 
subpart.  The  Director,  Alcohol  and 
Tobacco  Tax  Division,  may  withdraw 
approval  of  a  reconstitution  process  in 
any  case  where  the  brewer  fails  to  com¬ 
ply  with  the  provisions  of  this  subpart. 

§  215.240  Consent  of  surety  on  bond  of 
brewer  eoncentrating  beer. 

A  brewer  who  intends  to  produce  con¬ 
centrate  shall  file  with  the  assistant  re¬ 
gional  commissioner  a  Consent  of  Surety. 
Form  1533,  extending  the  terms  of  his 
bond,  Form  1566,  to  cover  the  use  of  the 
concentration  process  and  containing  the 
following  statement: 

Whereas,  the  principal  Intends  to  concen¬ 
trate  beer  on  the  above-described  premises 
under  the  provision  of  Subpart  BB  of  Part 
245,  Title  26,  Code  of  Federal  Regulations; 

Now,  therefore,  the  above-described  bond 
is  further  specifically  conditioned  that  the 
principal  named  therein  shall  pay.  or  cause 
to  be  paid,  on  demand  of  the  assistant  re¬ 
gional  commissioner  (alcohol  and  tobacco 
tax),  an  amount  equal  to  the  tax  which 
would  be  due  on  removal  for  consumption  or 
sale,  including  penalties  and  interest,  on  all 
beer  used  to  produce  concentrate: 

(a)  If  such  concentrate  is  produced,  re¬ 
constituted,  used,  or  removed  from  the 
brewery  in  violation  of  laws  or  regulations, 
now  or  hereafter  in  force,  or  in  any  manner 
contrary  to  the  terms  or  conditions  of  his 
application  for  approval  of  the  concentration 
process;  and 

(b)  If  such  concentrate  is  removed  with¬ 
out  payment  of  tax  for  export  and  is  not 
exported  or  otherwise  accounted  for. 


II 


Wednesday,  December  28,  1960 

The  aforesaid  terms  and  conditions  shall 
have  the  same  force  and  effect  as  the  other 
terms  and  conditions  stated  In  the  bond. 

A  brewer  who  intends  to  reconstitute 
beer  from  concentrate  at  the  premises 
covered  by  an  application  for  approval 
of  the  concentration  process  shall  also 
give  the  consent  of  surety  provided  for  in 
S  245.241. 

§  245.241  Consent  of  surely  on  bond  of 
brewer  reconstituting  beer. 

A  brewer  who  intends  to  reconstitute 
beer  from  concentrate  shall  file  with  the 
assistant  regional  commissioner  a  Con¬ 
sent  of  Surety,  Form  1533,  extending  the 
terms  and  conditions  of  his  bond,  Form 
1566,  to  cover  the  transportation,  receipt, 
and  reconstitution  of  concentrate  and 
containing  the  following  statement: 

Whereas,  the  principal  Intends  to  recon¬ 
stitute  beer  from  concentrate  or  to  receive 
concentrate  and  reconstitute  beer  therefrom 
on  the  above-described  premises  under  the 
provisions  of  Subpart  BB  of  Part  245,  Title 
28,  bode  of  Federal  Regulations; 

Now,  therefore,  the  above-described  bond 
Is  further  specifically  conditioned  that  the 
principal  named  therein  shall  pay,  or  cause 
to  be  paid,  on  demand  of  the  assistant  re¬ 
gional  commissioner  (alcohol  and  tobacco 
tax),  an  amount  equal  to  the  tax  which 
would  have  been  due  on  removal  for  con¬ 
sumption  or  sale.  Including  penalties  and 
Interest,  on  all  beer  used  to  produce 
concentrate : 

(a)  If  such  concentrate  Is  transported, 
reconstituted,  or  removed  from  the  brewery 
In  violation  of  laws  or  regulations,  now  or 
hereafter  in  force,  or  In  any  manner  contrary 
to  the  terms  or  conditions  of  his  ap¬ 
plication  for  approval  of  the  process  for 
reconstitution; 

(b)  If  such  concentrate  Is  removed  for 
transfer  to  the  said  brewery  from  other  brew¬ 
eries  owned  by  the  said  principal,  and  is  not 
transported,  received  and  accounted  for  In 
accordance  with  laws  or  regulations  now  or 
hereafter  In  force,  and 

(c)  If  such  concentrate  Is  removed  without 
payment  of  tax  for  export  and  Is  not  exported 
or  otherwise  accounted  for. 

The  aforesaid  terms  and  conditions  shall 
have  the  same  force  and  effect  as  the  other 
terms  and  conditions  of  the  bond. 

§  245.242  Operations. 

The  operations  incident  to  the  produc¬ 
tion  of  concentrate  and  the  reconstitu¬ 
tion  of  beer  therefrom  shall  be  conducted 
in  the  brewery  but  shall  not  be  conducted 
in  the  brewery  bottling  house  or  racking 
room.  Each  tank,  vat,  cask,  or  other 
container  used  or  intended  for  use  as  a 
receptacle  for  concentrate  shall  meet  the 
requirements  of  §  245.25.  Such  recepta¬ 
cles  shall  be  identified  as  containers  of 
concentrate.  Concentrate  produced  shall 
be  identified  and  accounted  for  by  the 
serial  number  of  Form  3019  under  which 
it  was  produced  and  shall  not  be  mingled 
with  unconcentrated  beer.  The  brewer 
shall  accurately  measure  the  quantity 
and  determine  the  balling  and  alcohol 
content  of  all  (a)  beer  entered  into  the 
concentration  process,  (b)  concentrate 
produced,  (c)  concentrate  transferred  to 
other  breweries  belonging  to  the  same 
brewer,  (d)  concentrate  removed  for  ex¬ 
port,  (e)  concentrate  received,  (f)  con¬ 
centrate  used  in  reconstituting  beer,  and 
(g>  beer  reconstituted.  Containers  of 
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concentrate  transferred  to  other  brew¬ 
eries  belonging  to  the  same  brewer,  and 
containers  of  concentrate  removed  for 
export  shall  be  marked,  branded,  and 
labeled  in  the  same  manner  as  is  pre¬ 
scribed  for  containers  of  beer  in 'Subpart 
O  of  this  part  and  shall  be  clearly  marked 
as  containers  of  concentrate. 

§  245.243  Transfers  between  breweries. 

Concentrate  produced  from  beer  may, 
under  the  provisions  of  this  subpart,  be 
removed  without  payment  of  tax  from 
the  brewery  to  another  brewery  belong¬ 
ing  to  the  same  brewer  (within  the  limits 
of  ownership  and  on  submission  of  evi¬ 
dence  of  control  as  described  in  §  245.- 
140).  Concentrate  may  be  transferred 
only  to  a  breweiT  which  is  qualified  un¬ 
der  this  subpart  for  the  reconstitution 
of  beer.  The  provisions  of  Subpart  Q 
of  this  part,  except  as  otherwise  pro¬ 
vided  in  this  section,  shall  be  applicable 
in  respect  of  transfers  of  concentrate 
which  is  produced  imder  the  provisions 
of  this  subpart.  Concentrate  may  not 
be  removed  in  containers  of  the  kind  or¬ 
dinarily  used  by  brewers  for  the  removal 
of  beer  for  consumption  or  sale.  Re¬ 
constituted  beer  may  be  mingled  with 
beer  at  the  receiving  brewery  but  con¬ 
centrate  shall  not  be  mingled  with  un¬ 
concentrated  beer.  The  brewer  shall 
give  notice  on  Form  3020  of  the  shipment 
and  receipt  of  concentrate  (in  the  man¬ 
ner  outlined  in  §§  245.145  to  245.147  for 
Foim  2035),  reflect  the  details  of  such 
transactions  in  his  daily  records,  and 
report  such  transactions  monthly  on 
Form  103  in  accordance  with  the  provi¬ 
sions  of  §  245.245. 

§  24,5.244  Exportation. 

Concentrate  produced  under  the  pro¬ 
visions  of  this  subpart  may  be  removed 
from  the  brewery  without  payment  of 
tax  (a)  for  exportation,  or  (b)  for  trans¬ 
fer  to  and  deposit  in  foreign-trade  zones 
for  exportation  or  for  storage  pending 
exptortation,  in  accordance  with  the  pro¬ 
visions  of  Part  252  of  this  chapter. 

§  2  45.245  Records  and  reports. 

(a)  Dailp  record.  A  brewer  who  pro¬ 
duces  concentrate  or  reconstitutes  beer 
therefrom  under  the  provisons  of  this 
subpai't  shall,  in  addition  to  complying 
with  the  requirements  of  Subpart  AA 
of  this  part,  maintain  daily  records 
which  will  accurately  and  clearly  re¬ 
flect  the  quantity  and  the  balling  and  the 
alcohol  content  of  all  (1)  beer  entered 
into  the  concentration  process.  (2)  con¬ 
centrate  produced,  (3)  concentrate 
transferred  to  other  breweries  belonging 
to  the  same  brewer,  (4)  concentrate  ex¬ 
ported,  (5)  concentrate  received,  (6) 
concentrate  used  in  reconstituting  beer, 
and  (7)  beer  reconstituted. 

(b)  Monthly  summary  reports. 
Where  concentrate  is  produced  and/or 
beer  is  reconstituted  from  concentrate 
the  brewer  shall  reflect  by  special  entries 
on  Form  103,  the  quantity  of  beer  enter¬ 
ed  into  the  concentration  process  and 
the  quantity  of  beer  reconstituted  from 
concentrate.  Where  such  operations  are 
conducted,  the  brewer  shall  likewise  pre¬ 
pare  and  submit  monthly,  a  separate 
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Form  103,  suitably  identified  and  modi¬ 
fied,  summarizing  the  concentration  and 
reconstitution  operations  for  the  month. 
This  separate  Form  103  shall  show,  in 
the  modified  “Materials”  section  of  the 
form,  the  quantities  (expressed  in  bar¬ 
rels  of  31  gallons  and  fractions  thereof 
to  three  decimal  places)  of  concentrate 
on  hand  at  the  beginning  and  end  of  the 
month,  and  received,  and  the  specific  dis¬ 
position  thereof  (as  “used  in  reconstitu¬ 
tion  of  beer”,  “removed  for  export”, 
“transferred  to  other  breweries”).  The 
quantity  of  beer  which  is  reconstituted 
during  the  month  shall  be  so  reported  on 
the  face  of  this  form. 

(F.R.  Doc.  60-12012;  Piled,  Dec.  27,  1960; 

8:47  ajn.l 


[  26  CFR  (1954)  Part  252  1 
EXPORTATION  OF  LIQUORS 
Beer  Concentrate 

Notice  is  hereby  given,  pursuant  to 
the  Administrative  Procedure  Act,  ap¬ 
proved  June  11,  1946,  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the 
Treasury  or  his  delegate.  The  regula¬ 
tions  are  proposed  for  consideration  by 
reason  of  a  petition  for  the  issuance  of 
regulations  dealing  with  the  subject  of 
the  proposals  by  the  Union  Carbide  Cor¬ 
poration,  New  York,  N.Y.  Prior  to  the 
final  adoption  of  such  regulations,  con¬ 
sideration  will  be  given  to  any  comments 
or  suggestions  pertaining  thereto  which 
are  submitted  in  writing,  in  duplicate, 
to  the  Director,  Alcohol  and  Tobacco 
Tax  Division,  Internal  Revenue  Service. 
Washington  25,  D.C.,  within  the  period 
of  90  days  from  the  date  of  publication 
of  this  notice  in  the  Federal  Register, 
or  prior  to  the  termination  of  the  public 
hearing  scheduled  herein,  whichever  is 
later.  A  public  hearing  on  these  pro¬ 
posed  regulations  will  be  held  on  Tues¬ 
day,  March  21,  1961,  at  10:00  a.m..  e.s.t., 
in  Room  3313,  Internal  Revenue  Build¬ 
ing,  Twelfth  Street  and  Constitution 
Avenue  NW.,  Washington,  D.C.,  at  which 
time  and  place  all  Interested  parties  will 
be  afforded  an  opportunity  to  be  heard, 
in  person  or  by  authorized  representa¬ 
tive,  with  reference  to  the  proposals. 
Persons  who  plan  to  attend  the  hearing 
are  requested  to  so  notify  the  Commis¬ 
sioner  of  Internal  Revenue,  Attention: 
0:AT,  Washington  25,  D.C.,  by  March 
13.  1961.  The  proposed  regulations  are 
to  be  issued  under  the  authority  con¬ 
tained  in  section  7805  of  the  Internal 
Revenue  Code  of  1954. 

[  SEAL  1  Dana  Latham, 

Commissioner  of  Internal  Revenue. 

In  order  to  provide  by  regulations  for 
the  exportation,  without  payment  of  tax. 
of  concentrate  produced  from  beer  by 
the  removal  of  water  therefrom,  the  reg¬ 
ulations  in  26  CFR  Part  252,  “Exporta¬ 
tion  of  Liquors”,  are  amended  by  insert¬ 
ing  the  following  subpart  immediately 
after  Subpart  G: 
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Subpart  Go— Removal  Without  Poy- 
ment  of  Tax  for  Exportation  or 
Transfer  to  a  Foreign-Trade  Zone 
of  Concentrate  Produced  From  Beer 

Sec. 

252.160a  Oeneral. 

252.150b  Notice.  Form  3021. 

252.150c  Containers. 

252.150<1  Procedures  applicable  to  concen¬ 
trate  removed  without  payment 
of  tax. 

252.150e  Marks  and  brands. 

252.150f  Disposition  of  forms. 

252.150g  Return  of  concentrate. 

252.150h  Brewer’s  report. 

252.1501  Processing  of  Form  3021. 

252.150]  Charges  and  credits  on  bond. 
252.150k  Loss  of  concentrate  In  transit. 

§  252.150a  General. 

Concentrate,  produced  from  beer  by 
the  removal  of  water  therefrom  under 
the  provisions  of  Subpart  BB  of  Part 
245  of  this  chapter,  may.  subject  to  this 
subpart,  be  removed  from  the  brewery 
without  payment  of  tax,  for: 

(a)  Export  to  a  foreign  country;  or 

(b)  Transfer  to  and  deposit  in  a  for¬ 
eign-trade  zone  for  exportation  or  for 
storage  pending  exportation. 

All  such  removals  shall  be  made  by  the 
brewer  under  the  provisions  of  his  bond. 
Form  1566.  as  extended  by  consent  of 
surety  imder  the  provisions  of  fi  245.240 
or  S  245.241. 

§  252.150b  Notice,  Form  3021. 

(a)  Whenever  a  brewer  intends  to  re¬ 
move  concentrate  without  payment  of 
tax  from  the  brewery  for  exportation 
from  the  United  States  or  for  transpor¬ 
tation  to  and  deposit  in  a  foreign-trade 
zone,  he  shall  prepare  a  notice  for  each 
such  removal  on  Form  3021,  in  quad¬ 
ruplicate. 

(b)  The  brewer  shall  execute  on  each 
copy  of  Form  3021  his  agreement  to  pay 
on  demand  from  the  assistant  regional 
commissioner,  an  amount  equal  to  the 
tax  which  would  be  due  on  removal  for 
consumption  or  sale.  Including  penalties 
and  interest,  on  all  beer  used  to  produce 
the  concentrate  removed  for  the  stated 
purpose  and  for  which  proper  evidence 
of  exportation  or  transfer  to  a  foreign- 
trade  zone,  as  the  case  may  be,  has  not 
been  furnished  as  prescribed  by  this  part. 

§  252.150c  Containers. 

Concentrate  may  not  be  removed  for 
export,  or  for  transfer  to  and  deposit 
in  a  foreign-trade  zone,  in  containers  of 
the  kind  ordinarily  used  by  brewers  for 
the  removal  of  beer  for  consumption  or 
sale. 

§  252.1 50d  Procedures  applicable  to 
concentrate  removed  without  pay¬ 
ment  of  tax. 

The  provisions  of  §§  252.30,  252.35  to 
252.38,  252.241,  252.245  to  252.247.  252.250 
to  252.253,  and  252.262  are  applicable  to 
concentrate  removed  under  this  subpart 
for  exportation  or  for  transfer  to  and 
deposit  in  a  foreign-trade  zone  to  the 
same  extent  that  such  provisions  are 
applicable  to  beer  removed  for  such 
purposes. 

§  252.150e  Marks  and  brands. 

In  addition  to  the  marks  and  brands 
prescribed  in  Part  245  of  this  chapter. 


each  container  of  conc^trate  to  be  re¬ 
moved  without  payment  of  tax  under 
this  subpart  shall  be  marked  as  specified 
below: 

(a)  “Beer  Concentrate  For  Export — 
Without  Payment  of  Tax”,  where  the 
concentrate  is  to  be  removed  for  export 
from  the  United  States;  or 

(b)  “Beer  Concentrate  For  Export — 
Without  Payment  of  Tax  Via  FTZ  No.” 
followed  by  the  number  of  the  zone — 
where  the  concentrate  is  removed  for 
deposit  in  a  foreign-trade  zone. 

All  such  markings  shall  be  placed  on  the 
containers  in  the  same  manner  as  is  pre¬ 
scribed  by  the  regulations  in  Part  245 
of  this  chapter  for  the  affixing  of  the 
original  marks. 

§  252.150f  Disposition  of  forms. 

On  removal  of  concentrate  from  the 
brewery  under  this  subpart,  the  brewer 
shall  forward  one  copy  of  Form  3021  to 
the  assistant  regional  commissioner,  re¬ 
tain  one  copy  in  his  hies,  and  deliver  the 
original  and  remaining  copy  to  the  officer 
to  whom  the  shipment  is  consigned. 

§  252.1 50g  Return  of  concentrate. 

Concentrate  removed  without  payment 
of  tax  tmder  this  subpart  may  be  return¬ 
ed  to  the  brewery  from  which  removed 
if  lading  of  the  concentrate  is  delayed 
for  more  than  the  period  provided  in 
§  252.262  or  where  the  brewer  has  other 
good  cause  for  such  return.  The  brewer 
shall  request  the  collector  of  customs  to 
release  the  concentrate  for  return  to  the 
brewery  and.  on  such  release,  the  collec¬ 
tor  of  customs  shall  endorse  both  copies 
of  the  appropriate  Form  3021  to  show 
his  release  of  the  concentrate  to  the 
brewery,  the  brewer  shall  record  the 
quantity  in  his  daily  records,  mark  the 
two  copies  of  Form  3021  returned  by  the 
collector  of  customs,  “Canceled — Re¬ 
turned  to  Brewery”,  and  forward  one 
copy  to  the  assistant  regional 
commissioner. 

§  252.150h  Brewer^s  report. 

The  brewer’s  records  shall  reflect  the 
quantity  of  concentrate  removed  without 
payment  of  tax  or  returned  to  the  brew¬ 
ery  under  this  subpart,  and  he  shall  re¬ 
port  the  quantity  of  concentrate  so  re¬ 
moved  or  returned  on  a  separate  Form 
103,  in  accordance  with  the  provisions 
of  Subpart  BB  of  Part  245  of  this 
chapter. 

§  252.1501  Processing  of  Form  3021. 

The  processing  of  Form  3021  by  cus¬ 
toms  officers  shall  be  in  accordance  with 
the  procedures  prescribed  in  §§  252.261, 
252.264  to  252.267,  252.269  (a)  and  (c). 
and  252.290,  as  the  case  may  be.  for  the 
processing  of  forms  prescribed  for  use  for 
the  exportation  of  beer. 

§  252.1 50 j  Charges  and  credits  on  bond. 

The  removal  of  concentrate  from  the 
brewery  without  payment  of  tax  under 
this  subpart  shall  constitute  a  charge 
against  the  brewer’s  bond.  Form  1566, 
of  an  amount  equal  to  the  tax  which 
would  be  due  on  removal  for  consump¬ 
tion  or  sale,  including  penalties  and  in¬ 
terest,  on  all  beer  used  to  produce  the 
concentrate  which  is  removed.  Con¬ 
versely,  the  satisfactory  accounting  for 


concentrate  so  removed  shall  constitute 
a  credit  to  the  bond. 

§  252.150k  Loss  of  concentrate  in 
transit. 

When  the  certifying  officer’s  report  on 
Form  3021  disclo  :s  that  there  has  been 
a  loss  of  concentrate  after  removal  from 
the  brewery  and  while  in  transit  to  the 
port  of  export  or  to  the  foreign-trade 
zone,  and  that  such  loss  was  a  normal 
one  caused  by  casualty,  leakage,  or  spill¬ 
age.  the  assistant  regional  commissioner 
will  allow  the  loss.  Where  the  report 
discloses  that  the  loss  is  large  or  un¬ 
usual,  the  assistant  regional  commis¬ 
sioner  shall  conduct  an  investigation  of 
the  loss  and,  if  he  finds  that  it  occurred 
by  reason  of  casualty,  leakage,  or  spill¬ 
age,  credit  for  the  loss  will  be  allowed. 
Where  the  investigation  discloses 
evidence  indicating  that  the  loss  in 
transit  resulted  from  theft  or  from  fraud, 
the  assistant  regional  commissioner  will 
afford  the  brewer  opportunity  to  submit  a 
written  explanation  with  respect  to  the 
causes  of  such  loss  before  taking  further 
action.  ’The  assistant  regional  commis¬ 
sioner  shall  make  demand  on  the  brewer 
for  an  amount  equal  to  the  tax  which 
would  be  due  on  removal  for  consump¬ 
tion  or  sale,  including  penalties  and 
Interest,  on  all  beer  used  to  produce  the 
quantity  of  concentrate  which  is  not 
satisfactorily  accounted  for, 

(F.R.  Doc.  60-12013;  FUed,  Deo.  27.  1960; 

8:48  a.m.] 


[  27  CFR  Part  7  ] 

LABELING  AND  ADVERTISING  OF 
MALT  BEVERAGES 

Notice  of  Hearing 

Notice  is  hereby  given,  pursuant  to  the 
provisions  of  section  5  of  the  Federal 
Alcohol  Administration  Act  (49  Stat.  981 
as  amended;  27  U.S.C  205),  of  a  public 
hearing  to  be  held  on  Tuesday,  March 
21,  1961,  at  10:00  a.m.,  e.s.t.,  in  Room 
3313,  Internal  Revenue  Building,  Twelfth 
Street  and  Constitution  Avenue  NW., 
Washington,  D.C.,  at  which  time  and 
place  all  interest^  parties  will  be  af¬ 
forded  opportunity  to  be  heard,  in  person 
or  by  authorized  representative,  with 
reference  to  the  proposals,  the  sub¬ 
stance  of  which  is  stated  below,  to  amend 
Regulations  No.  7  (27  CFR  Part  7) ,  relat¬ 
ing  to  labeling  and  advertising  of  malt 
beverages.  Persons  who  plan  to  attend 
the  hearing  are  requested  to  so  notify 
the  Commissioner  of  Internal  Revenue, 
Attention:  0:AT,  Washington  25,  D.C., 
by  March  13,  1961. 

Written  data,  views,  or  arguments 
relevant  and  material  to  these  proposals 
may  be  submitted,  in  duplicate,  for  in¬ 
corporation  into  the  record  of  hearing 
(1)  by  mailing  the  same  to  the  Director. 
Alcohol  and  Tobacco  Tax  Division,  In¬ 
ternal  Revenue  Service,  Washington  25, 
D.C.,  provided  that  they  are  received 
prior  to  the  termination  of  the  hearing, 
or  (2)  by  presenting  the  same  at  the 
said  hearing.  At  the  conclusion  of  the 
hearing  a  reasonable  opportunity  will 
be  afforded  interested  parties  for  ex¬ 
amination  of  the  record  and  for  the 
submission  of  briefs. 


li 


Wednesday^  December  28,  1960 

Substance  of  proposals.  To  amend 
section  24  (27  CPR  7.24)  by  relettering 
paragraphs  (b),  (c),  (d),  (e),  (f)  and 
graphs  (b),  (c),  (d),  (e),  (f)  and  (g) 
inserting  a  new  paragraph  (b)  reading 
substantially  as  follows: 

(b)  Malt  beverages  which  have  been 
concentrated  by  the  removal  of  water 
therefrom  and  reconstituted  by  the  addi¬ 
tion  of  water  and  carbon  dioxide  shall, 
for  the  purposes  of  this  part,  be  labeled 
in  the  same  manner  as  malt  beverages 
which  have  not  been  concentrated  and 
reconstituted. 

Or,  in  the  alternative:  To  amend  section 
24  (27  CPR  7.24)  by  relettering  para¬ 
graphs  (b),  (c),  (d),  (e),  (f)  and  (g) 
as  (c),  (d),  (e),  (f),  (g)  and  (h)  and 
inserting  a  new  paragraph  (b)  reading 
substantially  as  follows: 


(b)  Malt  beverages  which  have  been 
concentrated  by  the  removal  of  water 
therefrom  and  reconstituted  by  the  addi¬ 
tion  of  water  and  carbon  dioxide  shall 
be  designated  in  the  same  manner  as 
malt  beverages  which  have  not  been  con¬ 
centrated  and  reconstituted,  except  that 
the  designation  shall  be  qualified  by  the 
word  "reconstituted’*  in  substantially  the 
same  size  and  kind  of  type,  e.g.,  "re¬ 
constituted  beer",  "reconstituted  ale”, 
"reconstituted  stout”;  etc. 

[seal]  Dana  Latham, 

Commissioner  of  Internal  Revenue. 
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publication  of  this  notice  in  the  Federal 
Register. 

1.  Section  221.6  is  amended  to  read  as 
follows: 

§  221.6  Charges. 

The  annual  basic  charge  against  the 
land  to  which  water  can  be  delivered 
under  the  Colorado  River  Indian  Irri¬ 
gation  Project  in  Arizona,  for  the  (or¬ 
ation  and  maintenance  of  that  project, 
is  hereby  fixed  at  $8.50  per  irrigable 
acre,  whether  water  is  used  or  not.  Pay¬ 
ment  of  this  charge  will  entitle  the 
wateruser  to.  but  not  in  excess  of,  eight 
acre-feet  of  water  per  acre  per  annum 
on  certain  sandy  areas  as  described  in 
a  schedule  on  file  at  the  Colorado  Indian 
Agency,  and  available  for  inspection  by 
interested  parties,  and  to  five  acre-feet 
of  water  per  annum  per  irrigable  acre 
on  all  other  lands.  With  the  approval 
of  the  Superintendent,  additional  water, 
reasonably  sufficient  to  carry  away  al¬ 
kali  salts,  may  be  allowed  on  certain 
alkali  tracts  at  no  additional  charge  for 
the  purpose  of  reclaiming  lands  by  the 
usual  methods,  such  as  flooding  and 
leaching.  The  foregoing  charges  and 
allotments  of  water  shall  become  effec¬ 
tive  for  the  calendar  year  1961  and  con¬ 
tinue  in  effect  thereafter,  until  further 
notice. 

2.  Section  221.7  Is  amended  to  read  as 
follows: 
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Shenandoah  National  Park,  Luray,  Vir¬ 
ginia.  within  thirty  days  of  the  date  of 
publication  of  this  notice  in  the  Federal 
Register. 

R.  Taylor  Hoskins, 
Superintendent, 
Shenandoah  National  Park. 

Section  7.15  is  amended  by  revising 
paragraph  (a)  (1)  and  (3)  to  read  as 
follows: 

§  7.15  Shenandoah  National  Park. 

(a)  Fishing — (1)  Applicability  of  reg¬ 
ulations.  The  regulations  in  this  sec¬ 
tion  shall  govern  fishing  on  those  por¬ 
tions  of  all  streams  lying  wholly  within 
the  Park,  except  for  the  Rapidan  and 
Staunton  Rivers  and  their  tributaries 
where  "fishing  for  fun”  only  is  permitted 
with  the  following  restrictions  in  addi¬ 
tion  to  those  set  out  in  subparagraphs 
(3),  (7),  and  (8)  of  this  paragraph: 

(i)  Fishing  is  restrict^  to  artificial 
flies  or  lines  having  one  barbless  hook. 

(ii)  No  fish  of  any  size  may  be  in 
possession  at  any  time.  All  fish  caught 
must  be  handled  carefully  and  returned 
immediately  to  the  stream. 

Along  those  portions  of  the  streams 
which  follow  the  boundary  line  of  the 
Park,  the  State  of  Virginia  laws  and  reg¬ 
ulations  governing  fishing  shall  apply. 

(3)  Season.  The  opening  date  of  the 
trout  fishing  season  and  the  permissible 
hours  of  fishing  shall  conform  with  those 
of  the  State  of  Virginia  and  shall  close 
on  the  same  date  as  the  State,  or  Octo¬ 
ber  15,  whichever  date  is  earlier. 

IP.R.  Doc.  60-11993;  PUed,  Dec.  27,  1960; 

8:46  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  963  1 

[Docket  No.  AO-309-A21 

MILK  IN  GREAT  BASIN  MARKETING 
AREA 

Notice  of  Recommended  Decision  and 
Opportunity  To  File  Written  Excep¬ 
tions  on  Proposed  Amendments 
to  Tentative  Marketing  Agreement 
and  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing  or¬ 
ders  (7  CPR  Part  900),  notice  is  hereby 
given  of  the  filing  with  the  Hearing  Clerk 
of  this  recommended  decision  of  the  De¬ 
puty  Administrator.  Agricultural  Mar¬ 
keting  Service,  United  States  Department 
of  Agriculture,  with  respect  to  proposed 
amendments  to  the  tentative  marketing 
agreement  and  order  regulating  the 
handling  of  milk  in  the  Great  Basin 
marketing  area.  Interested' parties  may 
file  written  exceptions  to  this  decision 
with  the  Hearing  Clerk,  United  States 
Department  of  Agriculture,  Washington, 


(PR.  Doc.  60-12014;  Piled,  Dec.  27,  1960; 
8:48  a.m.] 


DEPARTMENT  DF  THE  INTERIDR 

Bureau  of  Indian  Affairs 
[  25  CFR  Part  221  ] 

OPERATION  AND  MAINTENANCE 
CHARGES 

Colorado  River  Indian  Irrigation 
Project,  Arizona 

Basis  and  purpose.  Notice  is  hereby 
given  that  pursuant  to  the  authority 
vested  in  the  Secretary  of  the  Interior 
by  the  acts  of  August  1, 1914  and  March 
7.  1928  (38  Stat.  583,  45  Stat.  210:25 
U.S.C.  385-387)  and  by  virtue  of  the 
authority  delegated  by  the  Secretary  of 
the  Interior  to  the  Commissioner,  Bu¬ 
reau  of  Indian  Affaii’s,  by  Secretarial 
Order  No.  2508,  Amendment  No.  1  (16 
FJt.  473),  it  is  proposed  to  amend  25 
CFR  221.6  and  221.7  as  set  forth  below. 
The  purpose  of  this  amendment  is  to 
increase  the  annual  operation  and  main¬ 
tenance  assessment  rate  in  §  221.6  from 
$8.00  to  $8.50  per  acre  and  the  assessment 
rate  for  excess  water  in  §  221.7  from 
$1.50  to  $1.75  per  acre  foot. 

It  is  the  policy  of  the  Department  of 
the  Interior  whenever  practicable,  to  af¬ 
ford  the  public  an  opportunity  to  par¬ 
ticipate  in  the  mle  making  process. 
Accordingly,  Interested  persons  may  sub¬ 
mit  written  comments,  suggestions,  or 
objections  with  respect  to  the  proposed, 
amendments  to  the  Commissioner.  Bu¬ 
reau  of  Indian  Affairs,  Washington  25. 
D.C.,  within  thirty  days  of  the  date  of 


§  221.7  Exresit  water  chureen. 

Additional  water,  if  and  when  avail¬ 
able,  in  excess  of  basic  allowances,  may 
be  delivered  upon  written  request  to  the 
Superintendent  by  landowners  or  users 
at  the  rate  of  $1.75  per  acre  foot,  or  frac¬ 
tion  thereof. 

Glenn  L.  Emmons, 
Commissioner. 

December  21, 1960. 

[F.R.  Doc.  60-12010;  Piled,  Dec.  27,  1960; 
8:47  a.m.] 


National  Park  Service 
[  36  CFR  Part  7  1 

SHENANDOAH  NATIONAL  PARK, 
VIRGINIA 

“Fishing  for  Fun"  in  Certain  Streams 

Basis  and  purpose.  Notice  is  hereby 
given  that  pursuant  to  §4(a)  of  the  Ad¬ 
ministrative  Procedure  Act,  approved 
June  11.  1946  (60  Stat.  238;  5  U.S.C., 
1003) ;  authority  contained  in  §3  of  the 
Act  of  August  25.  1916  (39  Stat.  535;  16 
U.S.C. ,  3) ;  National  Park  Service  Order 
No.  14  (19  F.R.  8824) ;  and  Regional  Di¬ 
rector,  Region  One,  Order  No.  3  (21  FJt. 
1493),  it  is  proposed  to  amend  36  CFR 
7.15  as  set  forth  below.  The  purpose  of 
this  amendment  is  to  designate  certain 
streams  where  "fishing  for  fun”  only  is 
permitted  and  to  limit  hours  of  fishing. 

It  is  the  policy  of  the  Department  of 
the  Interior  whenever^  practicable,  to 
afford  the  public  an  opportunity  to  par¬ 
ticipate  in  the  rule  making  process.  Ac¬ 
cordingly,  interested  persons  may  sub¬ 
mit  written  comments,  suggestions,  or 
objections  with  respect  to  the  proposed 
amendment  to  the  Superintendent, 
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PROPOSED  RULE  MAKING 


D.C..  not  later  than  the  close  of  business 
the  15th  day  after  publication  of  this 
decision  in  the  Federal  Register.  The 
exceptions  should  be  filed  in  quadrupli¬ 
cate. 

Preliminary  statement.  The  hearing 
on  the  record  of  which  the  proposed 
amendments,  as  hereinafter  set  forth, 
to  the  tentative  marketing  agreement 
and  to  the  order,  were  formulated,  was 
conducted  at  South  Salt  Lake  City,  Utah, 
on  May  10-12,  1960,  pursuant  to  notice 
thereof  which  was  issued  April  15,  1960 
(25  P.R.  3420). 

The  material  issues  on  the  record  of 
the  hearing  relate  to: 

1.  Extension  of  the  marketing  area; 

2.  Limitation  of  diversion  to  nonpool 
plants  by  a  cooperative  association; 

3.  Requirements  for  producer-han¬ 
dler  status; 

4.  Base-excess  payments  to  producers; 

5.  Classification  of  transfers  to  non¬ 
pool  plants; 

6.  Pool  plant  requirements; 

7.  Accounting  for  frozen  cream; 

8.  Shrinkage  allowance  on  milk  re¬ 
ceived  in  bulk  tanks  for  which  a  coopera¬ 
tive  association  is  the  handler; 

9.  Advance  payments  to  producers; 
and 

10.  Allocation  provisions  applicable  to 
receipts  of  psujkaged  sour  cream  priced 
under  another  order. 

No  evidence  was  offered  with  respect 
to  a  proposal  in  the  hearing  notice  to 
modify  the  provisions  applicable  to 
plants  regulat^  imder  other  orders  op¬ 
erating  routes  in  the  marketing  area. 
The  record  presents  no  issue  with  respect 
to  this  proposal. 

Findings  and  conclusions.  Issues  4  and 

10  and  that  portion  of  issue  5  related  to 
the  distance  that  bulk  cream  may  be 
moved  for  manufacturing  use  as  Class 

11  milk  were  dealt  with  in  a  separate 
decision  issued  by  the  Acting  Secretary 
on  August  15,  1960  (25  F.R.  7998)  and 
by  amendment  to  the  order  issued  Au¬ 
gust  26,  1960  (25  PR.  8293).  The  fol¬ 
lowing  findings  and  conclusions  on  the 
remaining  issues  are  based  on  evidence 
presented  at  the  hearing  and  the  record 
thereof : 

1.  Marketing  area.  White  Pine,  Elko 
and  Eureka  Counties,  Nevada,  should  be 
added  to  the  marketing  area. 

Two  producer  associations  proposed 
that  the  area  be  extended  to  include  the 
northeastern  Nevada  counties  of  White 
Pine,  Elko,  and  Eureka.  These  coun¬ 
ties  are  contiguous  to  the  Great  Basin 
marketing  area  and  cover  30,202  square 
miles  with  a  total  population  (1960  cen¬ 
sus)  of  22,586.  The  chief  centers  of 
population,  the  cities  of  Elko  and  Ely 
are  each  approximately  225  miles  from 
Salt  Lake  City. 

Four  handlers  regulated  under  the 
Great  Basin  order  and  tvro  Nevada  han¬ 
dlers  distribute  milk  in  these  counties. 
The  plants  of  the  Nevada  handlers  are 
located  at  Genoa  and  Reno  in  western 
Nevada,  more  than  300  miles  from  Elko 
and  Ely.  In  1959  sales  of  the  Great 
Basin  handlers  in  these  three  counties 
were  3.7  million  pounds.  For  March 
1960,  these  handlers  reported  sales  of 
34,377  gallons  (295,642  pounds)  to  the 
Nevada  Dairy  Commission.  Based  on 


such  reports  56  percent  of  total  sales  in 
the  area  were  by  Great  Basin  handlers 
and  44  percent  by  Nevada  handlers. 
Based  on  estimated  population  and  per 
capita  sales  proponents  claimed  that 
their  1959  sales  represented  70  percent 
of  total  sales.  Annual  sales  of  the  Utah 
dealers  declined  11  percent  in  volume 
from  1955  to  1959. 

While  sales  volumes  of  Great  Basin 
handlers  have  declined  those  of  Nevada 
dealers  have  increased  as  have  total 
sales.  In  1955  Nevada  plant  sales  were 
exclusively  from  a  local  plant  in  Ely 
which  is  no  longer  in  operation.  When 
this  plant  ceased  operation  in  1959  the 
Genoa  plant  to<)k  over  its  distribution 
and  expanded  its  sales  in  these  counties. 

The  Great  Basin  producer  associations 
assert  that  Nevada  handlers  enjoy  cer¬ 
tain  competitive  procurement  advan¬ 
tages  due  to  the  fact  that  they  purchase 
milk  solely  on  butterfat  value.  Under 
this  system  no  value  is  allocated  to  skim 
milk  and  the  raw  material  cost  of  skim 
milk  drinks  and  buttermilk.  Class  I  prod¬ 
ucts  under  the  Great  Basin  order,  is 
very  low. 

The  real  issue,  however,  is  not  so  much 
competitive  procurement  advantage  as 
the  danger  that  certain  Great  Basin 
handlers  now  serving  these  counties  may 
find  it  attractive  to  establish  separate 
processing  plants  for  these  Nevada  sales 
or  transfer  such  sales  to  already  existing 
unregulated  plants.  Differences  in 
Nevada  and  Utah  inspection  require¬ 
ments  have  existed  for  years.  Nevada 
requires  certain  barn  and  milkhouse 
construction  features  not  required  by 
Utah  or  the  U.S.  Public  Health  Service 
Code.  Until  recently  Nevada  authorities 
have  permitted  separate  processing  of 
milk  from  Nevada  approved  fanns  for 
Nevada  sales.  They  had,  at  the  time 
of  the  hearing,  established  a  September 
1960  deadline  by  which  plants  processing 
milk  for  sale  in  Nevada  could  receive 
milk  only  from  producers  meeting 
Nevada  requirements. 

Costs  of  remodeling  existing  facilities 
of  all  producers  supplying  the  four  plants 
selling  in  this  area  were  claimed  to  be 
prohibitive.  Testimony  of  Nevada  health 
authorities  indicated  that  they  had  dis¬ 
cussed  with  Great  Basin  handlers  the 
handling  of  Nevada  milk  in  segregated 
plants.  Such  plants  would  not  engage 
in  sales  in  the  present  marketing  area, 
hence  the  value  of  their  sales  would  be 
lost  to  the  pool.  While  certain  Nevada 
qualified  producers  might  be  transferred 
to  such  plants,  the  pool  would  continue 
to  bear  the  burden  of  surplus,  equal 
sharing  of  which  was  one  of  the  principal 
objectives  sought  by  the  order. 

Great  Basin  milk  continues  to  be  sold 
in  Nevada  beyond  the  deadline.  This  is 
presumably  achieved  by  concentrating 
and  processing  all  such  milk  in  one  plant 
and  assigning  to  such  plant  all  Nevada 
approved  producers.  The  market  has 
thus  at  least  temporarily  halted  the 
potential  loss  to  the  pool  of  the  Class  I 
sales  historically  a  part  of  the  market. 
Incorporation  of  the  three  Nevada  coim- 
ties  in  the  marketing  area  will  permit 
plant  operators  to  process  Nevada  milk 
as  best  fits  their  needs  and  health  re¬ 


quirements  without  removing  such  sales 
from  the  pool. 

Proponents  suggested  that  a  special 
provision  be  included  for  any  plant  sub¬ 
ject  to  producer  pricing  of  the  Nevada 
Dairy  Commission  that  has  insuflacient 
distribution  for  pool  status.  Under  the 
proposal  such  a  plant  would  have  had 
the  option  of  paying  the  compensatory 
payment  presently  provided  for  nonpool 
plants  on  the  volume  of  their  sales  in  the 
marketing  area  or  of  comparing  their 
aggregate  payment  to  the  dairy  farmers 
supplying  them  with  milk  with  the  or¬ 
der  value  of  such  milk  and  paying  any 
difference  into  the  pool.  They  did  not 
propose,  however,  to  make  this  option 
available  to  all  handlers  operating  non¬ 
pool  distributing  plants.  It  is  concluded 
that  no  change  should  be  made  on  the 
basis  of  this  record  in  the  obligations  to 
the  pool  from  operators  of  distributing 
plants  that  fail  to  qualify  for  pool  status. 

2.  Limitation  of  diversion  by  a  cooper¬ 
ative  association.  A  cooperative  associa¬ 
tion  should  not  be  limited  with  respect 
to  the  percentage  of  its  milk  diverted 
to  nonpool  plants. 

Three  producer  cooperatives  proposed 
that  the  order  be  amended  so  as  to  limit 
the  quantity  of  milk  that  a  cooperative 
may  divert  as  producer  milk  to  a  non¬ 
pool  plant.  Specifically,  they  proposed 
that  the  percentage  of  a  cooperative’s 
milk  which  is  utilized  as  Class  I  by  pool 
handlers  and  at  nonpool  plants  should 
be  at  least  59  percent  in  the  months  of 
August  through  March  and  40  percent 
in  other  months.  Proponents  contended 
that  this  would  protect  the  Great  Basin 
market  in  the  event  that  a  cooperative 
association,  through  the  diversion  privi¬ 
lege  afforded  it,  should  include  the  re¬ 
serve  supply  of  another  market  in  the 
Great  Basin  pool  without  adding  the 
Class  I  sales  of  the  other  market. 

In  effect,  the  proposal  would  extend 
to  cooperative  associations  performance 
standards  which  are  similar  to  those  re¬ 
quired  of  pool  plants  distributing  pack¬ 
aged  milk  in  the  marketing  area.  Per¬ 
formance  standards  are  required  of  pool 
plants  to  assure  that  only  those  plants 
which  supply  milk  for  fluid  consump¬ 
tion  in  the  market  may  pool  their  sales. 
Thus,  the  dairy  farmers  supplying  such 
plants  share  in  the  marketwide 
equalization. 

In  the  interest  of  efficient  marketing 
of  milk,  the  reserve  supply  of  milk  for 
pool  plants  is  allowed  to  go  directly  to 
manufacturing  plants  rather  than  to  re¬ 
quire  it  to  be  transported  to  distributing 
plants  to  be  pooled.  This  is  accom¬ 
plished  by  allowing  handlers  to  divert 
the  milk  for  their  account  and  also  by 
allowing  a  cooperative  association  to  di¬ 
vert  milk  not  needed  by  pool  plants  to 
nonpool  plants  by  assuming  the  respon¬ 
sibility  for  accounting  and  pooling  such 
milk. 

Although  milk  which  is  diverted  by  a 
cooperative  association  is  not  covered  by 
the  performance  requirements  which  a 
pool  plant  must  meet,  it  is  subject  to 
the  performance  requirements  placed  on 
individual  producers,  which  assures  their 
association  wdth  the  market  in  order  to 
share  in  the  marketwide  equalization. 
This  requirement  is  that  during  any 
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month  at  least  one-third  of  a  producer’s 
milk  must  be  received  at  pool  plants. 

There  is  no  evidence  that  the  present 
performance  requirements  of  the  order 
will  not  adequately  protect  the  pool.  If 
the  present  provisions  are  inadequate,  it 
would  probably  be  more  feasible  to  mod¬ 
ify  them  rather  than  to  add  the  proposed 
provisions.  It  is  concluded  that  no 
change  should  be  made  at  this  time  to 
limit  diversion  by  cooperatives. 

3.  Requirements  lor  producer-handler 
status.  The  definition  of  producer-han¬ 
dler  should  be  revised  so  as  to  limit  the 
amount  of  milk  a  producer-handler  may 
receive  other  than  his  own  production. 
Also  the  qualification  for  ownership  of  a 
producer-handler  operation  shoifid  be 
clarified. 

Producer  associations  proposed  that 
producer-handlers  lose  their  status  as 
such  and  become  fully  regulated  han¬ 
dlers  if  they  receive  any  milk  other  than 
their  own  farm  production.  The  asso¬ 
ciation  witness  contended  that  any  pro¬ 
ducer-handler  could  gain  a  competitive 
advantage  over  other  handlers  and  dis¬ 
rupt  the  market  by  disposing  of  all  his 
own  production  as  Class  I  milk  and  sup¬ 
plement  such  production  with  milk  either 
from  pool  plants  or  diverted  directly 
from  other  producers,  as  is  now  provided 
under  the  order.  In  such  a  situation 
producers  who  ship  to  pool  plants  carry 
the  seasonal  reserve  associated  with  the 
Class  I  sales  of  the  producer-handler 
without  sharing  in  the  Class  I  sales  of 
the  producer-handler’s  own  production. 

Lai-ge  operations  which  receive  milk 
from  their  own  farm  production  and  rely 
on  other  handlers  for  substantial  sup¬ 
plemental  supplies,  either  in  bulk  or 
packaged  form,  are  not  significally  dif¬ 
ferent  from  the  operations  of  regular 
handlers.  In  addition,  such  individuals 
do  not  assume  the  risk  or  cost  of  pro¬ 
viding  a  full  supply.  If  they  are  ac¬ 
corded  producer-handler  status,  the  pool 
does  not  receive  the  benefits  of  their 
Class  I  sales  but  acts  as  a  supply  balance 
and  carries  the  reserve  supplies  neces¬ 
sary  for  their  operation. 

It  is  concluded  that  a  producer-han¬ 
dler  should  rely  on  his  own  production 
so  as  to  carry  his  own  share  of  the  risk 
and  cost  of  providing  an  adequate  supply 
for  his  customers.  However,  a  producer- 
handler  would  not  be  in  a  position  to 
make  the  producers  who  ship  milk  to 
pool  plants  responsible  for  bearing  the 
burden  of  the  reserve  milk  supply  asso¬ 
ciated  with  his  Class  I  sales  if  he  were 
allowed  to  make  small  purchases  to  meet 
emergencies.  Therefore,  it  is  further 
concluded,  that  a  producer-handler 
should  be  permitted  during  any  month 
to  purchase  from  pool  plants  an  amount 
of  milk  equal  to  not  more  than  the  larger 
of  five  percent  of  his  Class  I  sales,  or  100 
pounds  on  a  dally  average  basis  without 
losing  his  status  as  a  producer-handler. 

Since  tlie  exemption  of  pooling  own 
farm  production  provides  an  incentive 
for  individuals  to  attain  producer-han¬ 
dler  status,  it  is  necessary  to  preclude 
certain  devices  which  may  be  used  to  cir¬ 
cumvent  the  intent  of  the  order  provi¬ 
sions.  Producers  proposed  that  the 
wording  of  the  order  be  made  more  ex¬ 
plicit  so  as  to  bring  under  regulation  op¬ 


erations  which  attempt  to  masquerade 
as  those  of  producer-handlers  through 
leases  with  limited  risk  or  by  restricted 
partnerships.  The  order  should  provide 
that  a  producer-handler  operation  be 
limited  to  individuals,  partnerships,  and 
corporations.  A  partnership  or  corpora¬ 
tion  should  make  available  to  the  market 
administrator  its  articles  of  partnership 
or  incorporation  so  he  may  assure  him¬ 
self  that  all  of  the  producer-handler’s 
operation  is  organized  and  run  as  a  sin¬ 
gle  unit  without  restrictions  or  limita¬ 
tions.  The  producer-handler  should 
have  the  complete  risk  and  financial  re¬ 
sponsibility  for  the  entire  producer-han¬ 
dler  operation. 

Inclusion  of  the  aforementioned  re¬ 
quirements  in  the  producer-handler  def¬ 
inition  should  give  greater  assurance 
that  no  operation  will  be  exempt  from 
pooling  its  own  farm  production  or  shar¬ 
ing  its  Class  I  sales  to  the  detriment  of 
producers  or  the  effectiveness  of  the 
order. 

5.  Classification  of  transfers  to  non¬ 
pool  plants.  The  transfer  provisions  of 
the  order  should  be  amended  to  assui-e 
equitable  classification  of  milk  trans¬ 
ferred  to  nonpool  plants.  The  present 
provisions  of  the  order  do  not  give  ade¬ 
quate  assurance  that  milk  transferred  to 
a  nonpool  plant  as  Class  n  is  not  needed 
by  such  plant  for  Class  I  purposes.  This 
could  happen  in  a  plant  which  has  both 
Class  I  distribution  and  manufacturing 
and  its  Class  I  distribution  is  greater 
than  the  receipts  from  its  regular  pro¬ 
ducers.  Thus,  it  might  utilize  some  of 
the  transferred  milk  purportedly  utilized 
in  manufacturing  for  its  Class  I  uses, 
while  manufacturing  receipts  of  unin¬ 
spected  milk. 

Producers  proposed  that  the  transfer 
provision  should  be  amended  to  provide 
that  milk,  skim  milk,  and  cream  trans¬ 
ferred  or  diverted  to  nonpool  plants 
within  525  miles  of  Salt  Lake  City  be 
Class  II  only  if  the  fluid  milk  products 
disposed  of  from  the  nonpool  plant  do 
not  exceed  the  receipts  of  skim  milk  and 
butterfat  in  milk  received  during  the 
month  from  dairy  farmers  directly  sup¬ 
plying  such  plant.  If  the  Class  I  disposi¬ 
tion  of  the  nonpool  plant  exceeds  the 
receipts  from  dairy  farmers  regularly 
supplying  such  plants  it  was  proposed 
that  the  difference  should  be  assigned  to 
the  fluid  milk  products  transferred  or 
diverted  from  a  pool  plant  and  classified 
as  Class  I  milk.  If  transfers  or  diver¬ 
sions  to  a  nonpool  plant  were  made  dur¬ 
ing  the  month  from  two  or  more  pool 
plants,  it  was  proposed  that  any  Class  I 
credit  should  be  divided  pro  rata.  Like¬ 
wise,  provision  was  proposed  to  prorate 
available  Class  I  utilization  with  trans¬ 
fers  from  plants  regulated  under  other 
orders. 

This  method  of  classifying  transfers 
and  divereions  from  pool  plants  to  non¬ 
pool  plants  accords  equitable  treatment 
to  Great  Basin  order  handlers  and  gives 
appropriate  recognition  t6  handlers  in 
other  regifiated  markets  in  the  classifica¬ 
tion  of  milk  transferred  to  a  common 
nonpool  plant.  Giving  priority  to  re¬ 
ceipts  from  dairy  farmers  supplying 
Grade  A  milk  directly  to  a  nonpool  plant 
recognizes  that  they  are  the  regular  and 


dependable  source  of  supply  of  milk  for 
fluid  use  at  such  plant.  This  method  of 
classification  will  safeguard  the  primary 
functions  of  the  transfer  provision  of 
the  order  by  promoting  orderly  disposal 
of  reserve  supplies  and  by  assuring  that 
shipments  to  nonpool  plants  will  be  clas¬ 
sified  in  an  equitable  manner. 

6.  Pool  plant  requirements.  The  defi¬ 
nition  of  pool  plant  should  be  modified 
by  eliminating  the  inclusion  of  milk  re¬ 
ceived  from  nonpool  supply  plants  in  de¬ 
termining  the  percentage  requirements 
for  qualification  as  a  pool  plant.  The 
Weber  Central  Dairy  Association  receives 
incidental  shipments  of  milk  from  non¬ 
pool  plants  for  disposal  in  manufactured 
milk  products.  The  association  proposed 
that  these  shipments  not  be  included  in 
the  receipts  used  for  the  purpose  of  de- 
teimining  its  pool  plant  status.  This 
would  enable  the  association  to  continue 
using  its  plant  as  an  outlet  for  the  re¬ 
serve  supplies  of  other  markets  for  con¬ 
version  to  manufactured  products  with¬ 
out  jeopardizing  its  status  as  a  pool  plant 
under  the  Great  Basin  order.  Changing 
the  pool  plant  definition  as  herein  rec¬ 
ommended  would  include  for  this  pur¬ 
pose  only  those  receipts  which  are  the 
regular  and  dependable  supply  for  the 
market  in  the  determination  require¬ 
ments  for  maintaining  pool  plant  status. 

7.  Classification  and  accounting  for 
frozen  cream.  No  change  should  be 
made  in  the  classification  and  account¬ 
ing  of  frozen  cream  under  the  Great 
Basin  order. 

The  Great  Basin  order  provides  that 
the  skim  milk  and  butterfat  used  to  pro¬ 
duce  frozen  cream  be  assigned  to  Class  II 
use.  Producers  proposed  that  since  there 
is  no  such  product  produced  or  sold  in 
the  market,  the  references  to  it  should  be 
deleted  from  the  order.  They  contended 
that  such  an  amendment  would  preclude 
the  possibility  of  selling  frozen  cream  to 
consumers  in  competition  with  fluid 
cream. 

When  frozen  cream  is  produced  it  is 
normally  stored  for  future  use  in  ice 
cream  or  butter,  which  are  Class  11  prod¬ 
ucts  under  the  Great  Basin  order. 
There  is  no  evidence  that  frozen  cream 
has  been  sold  directly  to  consumers. 

Under  the  order  any  frozen  cream  that 
might  be  produced  and  placed  into  stor¬ 
age  would  be  Class  n  disposition.  At 
such  time  as  the  frozen  cream  is  taken 
out  of  storage  to  be  used  in  another  prod¬ 
uct  it  would  be  treated  as  other  source 
milk. 

In  view  of  the  aforementioned  consid¬ 
eration.  it  is  concluded  that  there  is  no 
justification  for  changing  the  order  pro¬ 
visions  pertaining  to  frozen  cream. 

8.  Shrinkage.  The  shrinkage  allow¬ 
ance  should  be  modified  so  as  to  permit 
a  handler  to  receive  all  of  the  shrinkage 
associated  with  bulk  tank  milk  for  which 
a  cooperative  association  elects  to  be¬ 
come  the  handler  if  the  handler  receiv¬ 
ing  such  milk  regularly  accepts  such 
milk  on  the  basis  of  weights  taken  at 
the  farm. 

The  order  provides  that  shrinkage  not 
exceed  2  percent  on  producer  milk  and 
1  Vz  percent  on  bulk  tank  lots  of  milk  re¬ 
ceived  from  other  handlers.  In  effect 
0.5  percent  shrinkage  is  allotted  for  the 
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assembly  of  milk  from  farms  and  IV2 
percent  for  processing  and  distribution. 

A  cooperative  association  may  be  the 
handler  for  milk  of  its  members  which  it 
delivers  from  the  farm  to  the  pool  plant 
of  another  handler  in  a  tank  truck  owned 
and  operated  by,  or  under  contract  to, 
such  co(^rative  association.  Thus,  the 
cooperative  performs  the  function  of 
assembling  the  milk;  accordingly  any 
shrinkage  associated  with  this  function 
should  not  normally  be  passed  on  to  the 
handler  whose  plant  receives  the  milk. 
However,  if  the  handler  elects  to  use  the 
weights  taken  at  the  farm  he  should  be 
afforded  the  same  shrinkage  allowance 
as  is  provided  for  producer  milk,  since 
the  volume  for  which  he  has  to  account 
is  the  same  as  that  for  producer  milk. 

The  Mily  difference  would  be  that  the 
cooperative  is  responsible  for  reporting 
the  amount  of  such  milk.  It  is  there¬ 
fore  concluded,  that  the  operator  of  the 
pool  plant  should  receive  the  entire  2 
percent  shrinkage  allowance  if  he  noti¬ 
fies  the  market  administrator  in  advance 
that  he  is  purchasing  such  milk  from 
the  cooperative  association  on  the  basis 
of  farm  weights. 

Since  the  limits  on  allocated  shrink¬ 
age  are  only  applied  to  bulk  receipts, 
the  order  should  be  modified  to  provide 
that  shrinkage  be  prorated  only  to  bulk 
receipts. 

9.  Advance  payments  to  producers. 
The  order  should  provide  for  an  ad¬ 
vance  payment  for  producer  milk  re¬ 
ceived  during  the  first  half  of  each 
month. 

The  Great  Basin  order  provides  that 
producers  be  paid  by  the  17th  of  each 
month  for  milk  delivered  during  the 
previous  month.  However,  the  his¬ 
toric  practice  in  this  market  has  been 
to  pay  producers  twice  a  month  for  milk 
received  from  them  and  producers  pro¬ 
posed  that  the  order  provide  for  an 
advance  payment  to  assure  the  continu¬ 
ation  of  the  practice  in  the  market. 

Specifically,  producers  proposed  that 
for  producer  milk  receiv^  during  the 
first  15  days  of  the  month,  handlers  pay 
(»ie-half  of  the  amoimt  paid  such  pro¬ 
ducers  during  the  preceding  month  less 
authorized  deductions.  This  method 
would  in  many  instances  result  in  a  pay¬ 
ment  which  is  in  excess  of  the  amount 
otherwise  due  producers.  For  example, 
it  would  result  in  an  overpayment  to  pro¬ 
ducers  who  do  not  ship  for  the  full  15 
days  as  well  as  on  occasions  when  pro¬ 
duction  or  prices  are  lower  than  the  pre¬ 
vious  month.  Nor  would  it  adequately 
provide  for  a  producer  who  ships  milk  to 
more  than  one  plant  during  the  month. 
Therefore,  it  is  recommended  that  the 
minimum  payment  for  deliveries  during 
the  first  15  days  of  the  month  be  based 
on  the  pounds  of  milk  actually  delivered 
during  such  period. 

The  use  of  the  Class  II  price  for  the 
previous  month  times  the  hundredweight 
of  producer  milk  will  overcome  the  short- 
coDfing  of  the  method  proposed  for  de¬ 
termining  the  amoimt  of  the  advance 
payment.  This  is  the  method  used  in 
other  orders  and  it  is  recommended  for 
the  Great  Basin  order.  Administrative 
detail  is  kept  at  a  minimum  by  this 
method  in  that  no  adjustments  for  but- 


terfat,  hauling  or  other  deductions  are 
required.  However,  it  will  be  necessary 
for  a  handler  to  report  the  receipts  of 
producer  milk  during  the  first  15  days  of 
the  month  to  the  cooperative  association 
to  which  a  producer  belongs.  In  case  of 
a  cooperative  association  which  is  also  a 
handler  for  its  producers,  it  is  only  neces¬ 
sary  for  handlers  to  make  an  advance 
payment  of  the  Class  II  price  on  the  ag¬ 
gregate  of  the  milk  received  from  the 
cooperative. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties  in  the  market. 
These  briefs,  proposed  findings  and  con¬ 
clusions  and  the  evidence  in  the  record 
were  considered  in  making  the  findings 
and  conclusions  set  forth  above.  To  the 
extent  that  the  suggested  findings  and 
conclusions  filed  by  interested  parties 
are  inconsistent  with  the  findings  and 
conclusions  set  forth  herein,  the  requests 
to  make  such  findings  or  reach  such 
conclusions  are  denied  for  the  reasons 
previously  stated  in  this  decision. 

General  findings.  The  findings  and 
determinations  hereinafter  set  forth  are 
supplementary  and  in  addition  to  the 
findings  and  determinations  previously 
made  m  connection  with  the  issuance  of 
the  aforesaid  order  and  of  the  previously 
issued  amendments  thereto;  and  all  of 
said  previous  findings  and  determina¬ 
tions  are  hereby  ratified  and  affirmed, 
except  insofar  as  such  findii^s  and 
determinations  may  be  in  conflict  with 
the  findings  and  determinations  set 
forth  herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as 
determined  pursuant  to  section  2  of  the 
Act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  handling 
of  milk  in  the  same  manner  as,  and  will 
be  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Recommended  marketing  agreement 
and  order  amending  the  order.  The  fol¬ 
lowing  order  amending  the  order  reg¬ 
ulating  the  handling  of  milk  in  the 
Great  Basin  marketing  area  is  recom¬ 
mended  as  the  detailed  and  appropriate 
means  by  which  the  foregoing  conclu¬ 
sions  may  be  carried  out.  The  recom¬ 
mended  marketing  agreement  is  not 
included  in  this  decision  because  the 
regulatory  provisions  thereof  would  be 


the  same  as  those  contained  in  the  ordei , 
as  hereby  proposed  to  be  amended : 

1.  Delete  §  963.6  and  substitute  there¬ 
for  the  following: 

§  963.6  Great  Batsin  marketing  area. 

“Great  Basin  marketing  area”  herein¬ 
after  called  the  “marketing  area”  means 
all  territory,  including  all  government 
reservations  and  installations  and  all 
municipalities,  within  the  counties  of 
Box  Elder,  Davis,  Morgan,  Salt  Lake, 
Tooele,  Utah,  Wasatch,  Weber,  Summit, 
Grand,  Daggett,  Duchesne,  Carbon, 
Sanpete,  Juab.  Millard,  Sevier,  Uintah, 
and  Emery  in  the  State  of  Utah,  and  the 
counties  of  Elko,  Eureka,  and  White 
Pine  in  the  State  of  Nevada. 

2.  Delete  §  963.8  and  substitute  there¬ 
for  the  following: 

§  963.8  Producer-handler. 

“Producer-handler”  means  an  individ¬ 
ual,  or  a  partnership  or  cooperation  for 
which  written  articles  of  partnership  or 
incorporation  are  furnished  the  market 
administrator,  which: 

(a)  Produces  milk  and  operates  an 
approved  plant  described  in  §  963.10(a) ; 

(b)  Receives  milk  only  from  (1)  his 
own  farm  production  and  (2)  from  pool 
plants  in  an  amount  during  the  month 
not  in  excess  of  the  larger  of  3,000  pounds 
or  5  percent  of  such  person’s  Class  I 
sales;  and 

(c)  The  operation  of  the  milk  produc¬ 
tion,  processing,  and  distributing  facili¬ 
ties  are  under  the  complete  and  exclusive 
control  of  such  person  and  at  his  sole 
risk. 

§  963.11  [Amendment] 

3.  Delete  §  963.11(a)  and  substitute 
the  following: 

(a)  An  approved  plant,  except  the 
plant  of  a  producer-handler  as  described 
in  §  963.8,  from  which  during  the  month 
there  is  disposed  of  on  routes  fluid  milk 
products  equal  to  not  less  than  50  per¬ 
cent  in  the  months  of  August  through 
March  and  40  percent  in  other  months  of 
the  receipts  during  the  month  at  such 
plant  of  producer  milk,  producer  milk  di¬ 
verted  therefrom  by  the  plant  operator 
and  receipts  at  the  plant  of  fluid  milk 
products  from  plants  described  pursuant 
to  paragraph  (b)  of  this  section,  and 
there  are  disposed  of  on  routes  in  the 
marketing  area  fluid  milk  products  equal 
to  not  less  than  10  percent  of  the  total 
fluid  milk  product  disposition  from  the 
plant  on  routes:  Provided,  That  if  a  han¬ 
dler  operates  more  than  one  approved 
plant,  the  combined  receipts  and  dispo¬ 
sition  of  any  of  such  plants  may  be  used 
as  the  basis  for  qualifying  the  respective 
plants  pursuant  to  the  preceding  compu¬ 
tations  specified  in  this  paragraph  if  the 
handler  in  writing  so  requests  the  market 
administrator:  And  provided  further. 
That  any  approved  plant  from  which  the 
total  route  disposition  of  fluid  milk  prod¬ 
ucts  is  to  individuals  or  institutions  for 
charitable  purposes  and  is  without  re¬ 
muneration  from  such  individuals  or  in¬ 
stitutions  shall  not  qualify  as  a  pool  plant 
pursuant  to  this  paragraph. 
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§  963.41  [Amendment] 

4.  Delete  §  963.41(b)  (5)  and  substitute 
therefor  the  following: 

(5)  In  shrinkage  of  skim  milk  and 
butterfat,  respectively,  allocated  pur¬ 
suant  to  §  963.45(b)  (2)  not  to  exceed  the 
following:  2  percent  of  producer  milk 
(except  diverted  milk),  plus  IVi  percent 
of  milk  received  from  pool  plants  of 
other  handlers  in  bulk  tank  lots,  plus  1  y2 
percent  of  milk  received  from  a  coopera¬ 
tive  association  which  is  the  handler  for 
such  milk  pui'suant  to  §  963.9(c)  (except 
that  if  the  handler  operating  the  pool 
plant  files  notice  with  the  market  ad¬ 
ministrator  that  he  is  purchasing  such 
milk  on  the  basis  of  farm  weights,  the 
applicable  percentage  shall  be  2  per¬ 
cent),  less  IV2  percent  of  milk  disposed 
of  in  bulk  tank  lots  to  pool  plants  of 
other  handlers  (except  when  the  preced¬ 
ing  exception  hereof  applies,  the  appli¬ 
cable  percentage  shall  be  2  percent) . 

§  963.42  [Amendment] 

5.  Delete  §  963.42(c)  (4)  and  substitute 
therefor  the  following : 

(4)  Class  I  utilization  in  the  nonpool 
plant  does  not  exceed  the  receipts  of 
skim  milk  and  butterfat  in  milk  received 
during  the  month  from  dairy  farmers 
who  deliver  Grade  A  milk  directly  from 
farms  to  such  plant.  If  Class  I  utiliza¬ 
tion  exceeds  such  receipts,  the  skim  milk 
and  butterfat  transferred  or  diverted 
shall  be  Class  I  to  the  extent  of  such  ex¬ 
cess,  except  that  when  transfers  or 
diversions  are  made  during  the  month  to 
such  nonpool  plant  from  other  plants 
subject  to  the  classification  and  pricing 
provisions'  of  this  part  or  other  orders 
issued  pursuant  to  the  Act,  the  skim  milk 
and  butterfat  aligned  to  Class  I  at  the 
pool  plant  shall  be  not  less  than  that  ob¬ 
tained  by  prorating  the  assignable  Class 
I  milk  at  the  transferee  plant  over  all 
such  receipts  at  such  nonpool  plant. 

§963.43  [Amendment] 

6.  Delete  §  963.45(b)  and  substitute 
therefor  the  following: 

(b)  For  each  handler  prorate  the  re¬ 
sulting  amounts  between  (1)  the  pounds 
of  skim  milk  and  butterfat  in  other 
source  milk  received  in  bulk  form  as 
fluid  milk  products*,  and  (2)  the  pounds 
of  skim  milk  and  butterfat  in  other  fluid 
milk  products  received  in  bulk  form 
(excluding  diverted  milk) . 

7.  Delete  §  963.80  and  substitute  there¬ 
for  the  following: 

§  963.80  Time  nnd  mellind  of  payment 
for  producer  milk. 

(a)  Except  as  provided  in  paragraph 
(b)  or  (d)  of  this  section,  each  handler 
shall  make  pa3rment  to  each  producer 
from  whom  milk  is  received  as  follows: 

(1)  On  or  before  the  last  day  of  each 
month,  for  producer  milk  received  during 
the  first  15  days  of  the  month,  at  not  less 
than  the  Class  n  price  for  the  preceding 
month;  and 

(2)  On  or  before  the  17th  day  of  the 
following  month,  for  producer  milk  re¬ 
ceived  during  the  month,  at  not  less  than 
the  uniform  prices  pursuant  to  S  963.71 
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adjusted  by  the  butterfat  and  location 
differentials  to  producers,  subject  to  the 
following  adjustments: 

(1)  Less  marketing  service  deductions 
made  pursuant  to  S  963.85; 

(il)  Less  the  payment  made  pursuant 
to  subparagraph  (1)  of  this  paragraph; 

(iii)  Plus  or  minus  adjustments  for  er¬ 
rors  made  in  previous  payments  to  such 
producers  and  proper  deductions  author¬ 
ized  in  writing  by  such  producer;  and 

(iv)  If  by  the  date  specified,  such  han¬ 
dler  has  not  received  full  payment  from 
the  market  administrator  pursuant  to 
§  963.83  for  such  month,  he  may  reduce 
pro  rata  his  payments  to  producers  by 
not  more  than  the  amount  of  such  un¬ 
derpayment.  Payments  to  producers 
shall  be  completed  thereafter  not  later 
than  the  date  for  making  payments  pur¬ 
suant  to  this  paragraph  next  following 
after  the  receipt  of  the  balance  due  from 
the  market  administrator. 

(b)  In  the  case  of  a  cooperative  as¬ 
sociation,  which  is  authorized  by  its 
members  to  collect  payment  for  their 
milk,  and  which  has  requested  such  pay¬ 
ment  from  any  handler  in  writing,  such 
handler  shall  on  or  before  the  second 
day  prior  to  the  dates  on  which  pay¬ 
ments  are  due  to  individual  producers, 
pay  the  cooperative  association  for  milk 
received  from  the  producer-members  of 
such  association,  amounts  equal  to  not 
less  than  the  totals  of  the  payments 
otherwise  due  such  producer-members 
for  milk  deliveries  during  the  first  15 
days  of  each  month  and  for  the  entire 
month  as  determined  pursuant  to  para¬ 
graph  (a)  of  this  section:  Provided, 
That  the  cooperative  has  provided  the 
handler  with  a  written  promise  to  reim¬ 
burse  the  handler  the  amount  of  any 
actual  loss  incurred  by  such  handler  be¬ 
cause  of  any  improper  claim  on  the  part 
of  the  cooperative  association; 

(c)  Each  handler  who  received  milk 
from  producers  for  which  payment  is  to 
be  made  to  a  cooperative  association 
pursuant  to  paragraph  (b)  of  this  sec¬ 
tion  shall  report  to  such  cooperative  as¬ 
sociation  for  each  such  producer  on  or 
before  the  second  day  prior  to  the  end 
of  the  month,  the  pounds  of  milk  re¬ 
ceived  during  the  first  15  days  of  such 
month  and  on  or  before  the  7th  day  of 
the  following  month,  as  foHows: 

(1)  The  total  pounds  of  milk  received 
during  the  month,  including  the  pounds 
of  base  milk  and  excess  milk; 

(2)  The  pounds  of  milk  received  each 
day,  together  with  the  butterfat  content 
of  such  milk ; 

(3)  The  amount  or  rate  and  nature 
of  any  proper  deductions  authorized  to 
be  made  from  pasnnents;  and 

(4)  The  amount  and  nature  of  pay¬ 
ments  due  pursuant  to  §  963.84. 

(d)  Each  handler  shall  pay  a  coopera¬ 
tive  association  for  milk  received  by  him 
from  such  cooperative  association  for 
which  the  association  is  the  handler  as 
follows: 

(1)  On  or  before  the  second  day  prior 
to  the  end  of  each  month,  for  milk  re¬ 
ceived  during  the  first  15  days  of  the 
month  an  amount  per  hxmdredweight  not 
less  than  the  Class  n  price  for  the  pre¬ 
ceding  month;  and 


(2)  On  or  before  the  15th  day  of  the 
following  month  for  milk  received  during 
the  month,  not  less  than  an  amount 
computed  by  multiplying  the  minimum 
prices  for  milk  in  each  class  subject  to 
the  applicable  location  adjustment  pro¬ 
vided  in  §  963.53  and  the  butterfat  dif¬ 
ferential  provided  by  §  963.52,  by  the 
hundredweight  of  milk  in  each  class  pur¬ 
suant  to  §  963.44,  such  amount  to  be  re¬ 
duced  in  the  amount  of  the  payment 
made  pursuant  to  subparagraph  (1)  of 
this  paragraph. 

Issued  at  Washington,  D.C.,  this  21st 
day  of  December,  1960. 

Roy  W.  Lennartson, 

Deputy  Administrator. 

|F.R.  Doc.  60-12007;  Piled,  Dec.  27,  1960; 

8:47  a.m.l 


[7  CFR  Part  1034] 

LETTUCE  GROWN  IN  LOWER  RIO 
GRANDE  VALLEY  IN  SOUTH  TEXAS 

Notice  of  Rule  Making  With  Respect 
to  Administrative  Rules  and  Regu¬ 
lations 

Notice  is  hereby  given  that  the  Secre¬ 
tary  of  Agriculture  is  considering  the 
issuance  of  administrative  rules  and 
regulations,  as  hereinafter  set  forth, 
which  were  recommended  by  the  South 
Texas  Lettuce  Committee,  established 
pursuant  to  Marketing  Agreement  No. 
144  and  Marketing  Order  No.  134  (7  CFR 
Part  1034;  25  F.R.  12227)  regulating  the 
handling  of  lettuce  grown  in  the  Lower 
Rio  Grande  Valley  in  South  Texas.  This 
program  is  effective  under  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601-674). 

Consideration  will  be  given  to  any  data, 
views,  or  arguments  pertaining  thereto 
which  are  filed  with  the  Director,  Fruit 
and  Vegetable  Division.  Agricultural 
Marketing  Service,  United  States  De¬ 
partment  of  Agriculture,  Washington  25, 
D.C.,  not  later  than  five  days  following 
publication  of  this  notice  in  the  Federal 
Register.  The  proposals  are  as  follows; 

General 

§  1034.100  Order. 

Order  means  Order  No.  134  (§§  1034.1 
to  1034.92;  25  F.R.  12227)  regulating  the 
handling  of  lettuce  grown  in  the  Lower 
Rio  Grande  Valley  in  South  Texas. 

§  1034.101  Terms. 

The  terms  used  in  this  subpart  shall 
have  the  same  meaning  as  when  used  in 
the  order. 

§  1034.102  Communications. 

Unless  otherwise  provided  in  the  order, 
or  by  specific  direction  of  the  committee, 
all  reports,  applications,  submittals,  re¬ 
quests  and  communications  in  connec¬ 
tion  with  the  order  shall  be  addressed  to 
the  South  Texas  Lettuce  Committee,  at 
its  principal  office. 

§  1034.103  Fiscal  period. 

The  initial  fiscal  period  shall  begin  on 
the  effective  date  of  this  part  and  end  on 
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October  31, 1961.  Thereafter,  each  fiscal 
period  shall  begin  on  November  1  of  each 
year  and  end  on  October  31  of  the  fol¬ 
lowing  year,  both  dates  inclusive. 

§  1034.104  Registered  handler. 

For  purposes  of  this  part  any  person 
who  operates  as  an  established  lettuce 
handler  within  the  production  area,  with 
commonly  accepted  adequate  facilities 
for  grading  and  packing  lettuce  for  mar¬ 
ket  and  who  customarily  buys  lettuce 
from  producers  for  packing  and  market¬ 
ing,  i^all  be  recorded  by  the  committee 
as  a  registered  handler.  Any  other  per¬ 
son  who  wishes  to  be  listed  as  a  registered 
handler  may  make  application  for  reg¬ 
istration  on  forms  furnished  by  the  com¬ 
mittee.  If  such  applicant  has  facilities 
available  to  him  that  are  determined  by 
the  committee  to  be  adequate  for  grading 
and  packing  lettuce  for  market,  and  he 
assumes  responsibility  for  inspection  of 
lettuce  handled  by  him,  and  for  assess¬ 
ments  thereon,  he  may  be  approved  and 
recorded  as  a  registered  handler.  If  the 
committee  determines  from  the  avail¬ 
able  information  that  the  applicant  is 
not  entitled  to  be  registered  with  the 
committee,  he  shall  be  so  informed  by 
written  notice  stating  the  reason  for 
denial  of  his  application.  Any  registra¬ 
tion  of  a  handler  pursuant  to  this  sec¬ 
tion  may  be  canceled  by  the  committee 
under  circumstances  which  would  have 
Justified  denial  of  his  application.  Any 
handler  whose  registration  has  been  can¬ 
celed  shall  be  so  informed  by  written 
notice  thereof  stating  the  reason  there¬ 
for.  The  committee  shall  also  notify 
producers  of  each  such  cancellation  of 
handler  registration  through  committee 
bulletins  or  published  notice  in  local 
newspapers  of  general  distribution,  or 
both. 

Estimates  and  Allotments 

§  1034.110  Estimates  of  lettuce  for  cur¬ 
rent  shipment. 

(a)  Administrative  policy.  Prior  to, 
or  at  the  beginning,  of  each  lettuce  mar¬ 
keting  season  the  committee  shall  con¬ 
sider  whether  volumes  regulations  are 
probable  during  the  ensuing  season.  If. 
after  consideration  of  all  factors  bearing 
on  the  marketing  of  lettuce  during  the 
ensuing  season,  volume  regulations  are 
deemed  sufiSciently  probable  to  warrant 
preparation  therefor,  the  committee  shall 
so  announce  to  producers,  handlers,  and 
the  public.  Announcements  shall  indi¬ 
cate  the  preparatory  work  necessarily 
required  of  lettuce  producers  and  han¬ 
dlers  for  estimates  of  lettuce  available 
for  current  shipment  during  any  ensuing 
allotment  periods.  The  committee  shall 
specify  the  dates  on  which  fields  or 
blocks  of  lettuce  shall  be  recorded  with 
the  committee,  and  the  dates  on  which  it 
will  begin  estimating  lettuce  available  for 
current  shipment  in  ensuing  allotment 
periods.  The  committee  shall  provide 
forms  for  recording  fields  or  blocks  of 
lettuce  by  producers  and  handlers  and 
for  use  in  applying  for  allocation  bases 
and  allotments. 

(b)  Application  for  allocation  bases 
and  allotments.  Each  season,  on  the 
date  established  by  the  committee  for 


the  initial  allotment  period  and  there¬ 
after  on  the  date  established  for  each 
succeeding  allotment  period,  each  per¬ 
son  who  has  lettuce  available  for  cur¬ 
rent  shipment  shall  submit,  at  the  time, 
place,  and  manner  prescribed  by  the 
committee,  and  on  forms  provided  by  the 
committee,  an  application  for  an  alloca¬ 
tion  base  and  allotments  on  specific  fields 
or  blocks  of  lettuce  declared  by  such  per¬ 
son  as  available  for  current  shipment. 
Applications  shall  contain  information 
essential  to  the  committee  for  estimating 
current  supplies  available  for  shipment 
by  the  applicant  during  the  allotment 
periods  set  forth  in  the  application,  and 
to  the  extent  applicable,  shall  include  the 
following: 

( 1 )  Name  and  address  of  the  applicant 

(2)  Names  and  addresses  of  producers 
of  lettuce  included  in  the  application 

(3)  Agent  or  handler 

(4)  Proof  of  ownership  or  other  au¬ 
thority  supporting  the  application 

(5)  Identification,  location,  and  de¬ 
scription  of  fields  or  blocks 

(6)  Net  acres  in  the  respective  fields 
or  blocks 

(7)  Harvest  period 

(8)  Intended  harvesting  percentage 
for  each  week 

(9)  Signature  of  applicant. 

§  1034.111  Apportionment  of  allot¬ 
ments. 

(a)  Pursuant  to  computations  made  in 
accordance  with  §  1034.53(d)  (1),  the 
committee  shall  notify  each  applicant  of 
(1)  his  total  allotment,  (2)  the  amount 
thereof  based  on  lettuce  produced  by  the 
applicant  and  (3)  (if  applicable)  the 
amount  thereof  based  on  lettuce  pro¬ 
duced  by  each  of  the  other  producers 
named  in  the  application. 

(b)  Eiach  handler  with  an  allotment 
which  is  made  up  in  whole  or  in  part  of 
lettuce  produced  by  others  shall  notify 
each  of  the  other  participating  pro¬ 
ducers,  in  the  manner  and  at  the  time 
prescribed  by  the  committee,  of  his  equi¬ 
table  portion  of  the  allotment. 

(c)  When  handlers  are  limited  by 
weekly  volume  regulations,  or  in  the  pro¬ 
portion  of  their  weekly  allotment  which 
may  not  be  exceeded  in  any  one  day, 
each  handler  with  allotted  lettuce  own^ 
or  controlled  by  other  persons  shall  equi¬ 
tably  apportion  such  allotment  among 
each  of  the  other  persons  whose  lettuce 
is  included  in  the  estimates  on  which  the 
allotment  is  based.  In  carrying  out  the 
equitable  apportionment  of  such  weekly 
allotments,  handlers  may  give  consid¬ 
eration  to  the  following  factors:*  (1) 
Weather  conditions,  or  other  similar  acts 
beyond  control  of  the  producers  or  the 
handler  and  their  effect  on  the  growth, 
maturity,  and  harvestability  of  each  pro¬ 
ducer’s  lettuce;  (2)  reasonable  manage¬ 
ment  of  harvesting  and  packing  op¬ 
erations;  (3)  practical  and  economical 
distribution  and  assignment  of  harvest¬ 
ing  and  packing  crews  in  the  mutual  in¬ 
terests  of  producers  and  handlers;  (4) 
customary  management  and  marketing 
practices  under  similar  conditions  in  the 
absence  of  regulations,  and  (5)  other 
factors  contributing  to  mutually  satis¬ 
factory  producer-handler  relationships 
in  the  marketing  of  lettuce. 


§  1034.112  Compliance  verification. 

(a)  Each  week  during  allotment  pe¬ 
riods,  the  committee  shall  Investigate,  or 
cause  to  be  investigated,  each  handler’s 
performance  in  harvesting  fields  or 
blocks  of  lettuce  included  within  their 
applications  and  on  which  allotments 
have  been  established.  Such  checks  and 
investigations  shall  report  (1)  compli¬ 
ance  with  allotments,  (2)  the  extent  to 
which  allotments  applicable  to  specific 
fields  have  been  used,  and  (3)  include 
fields  on  which  allotments  no  longer  ap¬ 
ply.  From  time  to  time  the  committee 
shall  inform  handlers  of  the  status  of 
their  allotments  with  respect  to  specific 
fields  and  of  the  dates  on  which  allot¬ 
ments  for  specific  fields  shall  terminate. 

(b)  Upon  packaging,  selling,  or  other¬ 
wise  handling  all  lettuce  allotted  for 
shipment  from  a  specific  field,  no  person 
shall  package  or  sell  lettuce  from  such 
field,  rniless  regulations  under  §  1034.52 
(b(5)  are  suspended  or  terminated. 

§  1034.113  Adjustment  of  allotments. 

Allocation  bases  and  allotments  may 
be  transferred  or  adjusted  under  the 
conditions  set  forth  below.  However,  no 
adjustments  or  transfers  of  allotments 
may  be  made  by  the  committee  in  excess 
of  the  allocation  base  and  allotment  of 
the  respective  handler,  or  which  will  re¬ 
sult  in  allotments  in  excess  of  that  speci¬ 
fied  for  any  allotment  period  or  any  day 
therein. 

(a)  When  a  person  with  an  allocation 
base  and  an  allotment  sells  or  otherwise 
disposes  of  unharvested  lettuce  included 
therein  to  any  other  person,  the  alloca¬ 
tion  base  and  allotment  therefor  shall 
be  transferred  to  such  person.  Such 
transfers  shall  be  based  on  a  bona  fide 
contract  transferring  ownership  or  con¬ 
trol  of  such  lettuce.  The  committee 
shall  maintain  a  record  of  all  such 
transfers. 

(b)  (1)  Any  person  with  an  allocation 
base  and  an  allotment  may  request  the 
committee,  within  such  time  as  may  be 
prescribed  by  the  committee,  for  a  re¬ 
appraisal  of  his  fields  and  the  estimates 
of  his  available  lettuce  supplies  to  deter¬ 
mine  whether  changes  due  to  weather, 
maturity,  harvestability,  quality,  or  con¬ 
dition  of  the  lettuce  warrant  an  adjust¬ 
ment  of  his  allotment.  Upon  investiga¬ 
tion  and  report  thereon,  the  committee 
shall  determine  the  action  to  be  taken 
on  the  request.  In  addition  to  other 
findings  that  may  be  made,  such  report 
shall  Indicate  changes,  if  any,  in  harvest¬ 
ing  percentages  or  yields  that  may 
properly  be  made  in  such  applicant’s 
estimates  of  supplies  for  current 
shipment. 

(2)  When  the  committee  receives 
reports,  properly  verified  by  its  staff, 
that  lettuce  in  an  applicant’s  allotment 
will  not  be  used,  such  allotment  shall  be 
adjusted  accordingly.  The  allotment 
thus  released  shall  be  made  available 
equitably  by  the  committee  to  other  ap¬ 
plicants  who  have  requested  an  increase 
in  their  allotment. 

(c)  'The  committee  shall  maintain 
daily  and  weekly  records  setting  forth 
a  full  disclosure  of  all  transfers  and 
adjustments  of  allocation  bases  and 
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allotments.  Reports  thereon  may  be  re¬ 
quested  by  the  Secretary  at  any  time. 

§  1034.114  Reports. 

(a)  During  any  allotment  period,  each 
handler  shall  report,  or  cause  to  be  re¬ 
ported,  the  amount  of  lettuce  packaged 
or  otherwise  handled  by  him  from  fields 
or  blocks  of  lettuce  on  which  his  allot¬ 
ments  were  based  or  from  any  other 
source.  Such  reports  may  be  provided 
by  cooling  plants  or  other  commonly  ac¬ 
cepted  sources  from  which  such  informa¬ 
tion  is  available. 

(b)  Persons  selling  or  transporting 
lettuce  for  export  to  Mexico  may  be  re¬ 
quired  to  report  all  handling  thereof, 
with  identification  of  amounts  of  lettuce, 
date,  vehicle,  and  fields  from  which  such 
lettuce  was  harvested. 

Safeguards 
§  1034.120  Policy. 

Whenever  shipments  of  lettuce  for 
special  purposes  pursuant  to  §  1034.54 
are  relieved  in  whole  or  in  part  from 
regulations  issued  under  §§  1034.52  and 
1034.53,  the  committee  may  require  in¬ 
formation  and  evidence  on  the  manner, 
methods,  and  timing  of  such  shipments 
as  safeguards  against  the  entry  of  any 
such  lettuce  in  trade  channels  other  than 
those  for  which  intended.  Such  infor¬ 
mation  and  evidence  shall  include  re¬ 
quirements  set  forth  below  with  respect 
to  Certificates  of  Privilege. 

§  1034.121  Qualificulion. 

Before  handling  lettuce  for  special 
purposes  which  do  not  meet  regulations 
issued  pursuant  to  §§  1034.52  and  1034.53, 
a  handler,  when  required  by  such  regula¬ 
tions,  must  qualify  with  the  committee 
to  handle  shipments  for  special  pur¬ 
poses.  To  qualify  he  must  (a)  apply  for 
and  receive  a  Certificate  of  Privilege 
indicating  his  intent  to  so  handle  lettuce, 
(b)  agree  to  comply  with  reporting 
and  other  requirements  set  forth  in 
§§  1034.120  to  1034.125,  inclusive,  with 
Yespect  to  such  shipments,  and  (c) 
receive  approval  of  the  committee,  or  its 
duly  authorized  agents,  to  so  handle 
lettuce.  Such  approval  will  be  based 
upon  evidence  furnished  in  his  applica¬ 
tion  for  Certificate  of  Privilege  and  other 
information  available  to  the  committee. 

§  1034.122  Application. 

(a)  Applications  for  a  Certificate  of 
Privilege  shall  be  made  on  forms  fur¬ 
nished  by  the  committee.  Each  applica¬ 
tion  may  contain,  but  need  not  be 
limited  to,  the  name  and  address  of  the 
handler;  the  quantity  by  grade,  size,  and 
quality  of  the  lettuce  to  be  shipped;  the 
mode  of  transportation;  the  consignee; 
the  destination;  the  purpose  for  which 
the  lettuce  is  to  be  used;  and  certifica¬ 
tion  to  the  United  States  Department  of 
Agriculture  and  to  the  committee  as  to 
the  truthfulness  of  the  information 
shown  thereon,  and  any  other  appro¬ 
priate  information  or  documents  deemed 
necessary  by  the  committee  or  its  duly 
authorized  agents  for  the  purposes  stated 
in  §  1034.120. 

(b)  The  committee  may  require  each 
handler  making  shipments  of  lettuce  for 
export  to  include  with  his  application  a 


copy  of  the  Department  of  Commerce 
Shippers  Export  Declaration  Form  No. 
7525-V  applicable  to  such  shipment. 

§  1034.123  Approval. 

The  committee  or  its  duly  authorized* 
agents  shall  give  prompt  consideration 
to  each  application  for  a  Certificate  of 
Privilege.  Approval  of  an  application, 
based  upon  the  determination  as  to 
whether  the  information  contained 
therein  and  other  information  available 
to  the  committee  supports  approval, 
shall  be  evidenced  by  the  issuance  of  a 
Certificate  of  Privilege  to  the  applicant. 
Each  certificate  shall  cover  a  specified 
period  and  specified  qualities  and  quan¬ 
tities  of  lettuce  to  be  sold  or  transported 
to  a  designated  consignee  for  the  pur¬ 
poses  declared. 

§  1034.124  Reports. 

Each  handler  of  lettuce  shipping 
under  Certificates  of  Privilege  shall  sup¬ 
ply  the  committee  with  reports  as  re¬ 
quested  by  the  committee,  or  its  duly 
authorized  agents,  showing  the  name 
and  address  of  the  shipper;  the  car  or 
truck  identification;  the  loading  point, 
destination;  consignee;  the  inspection 
certificate  number  when  inspection  is 
required;  and  any  other  information 
deemed  necessary  by  the  committee. 

§  1034.125  Disqualification. 

The  committee  from  time  to  time  may 
conduct  surveys  of  handling  of  lettuce 
for  special  purposes  requiring  Certifi¬ 
cates  of  Privilege  to  determine  whether 
handlers  are  complying  with  the  require¬ 
ments  and  regulations  applicable  to  such 
certificates.  Whenever  the  committee 
finds  that  the  handler  or  consignee  is 
failing  to  comply  with  requirements  and 
regulations  applicable  to  handling  of  let¬ 
tuce  in  special  outlets  and  requiring  such 
certificates,  a  Certificate  or  Certificates 
of  Privilege  issued  such  handler  may  be 
rescinded  and  subsequent  certificates 
denied.  Such  disqualification  shall  ap¬ 
ply  to,  and  not  exceed,  a  reasonable 
period  of  time  as  determined  by  the  com¬ 
mittee,  but  in  no  event  shall  it  extend 
beyond  the  date  of  the  succeeding  fiscal 
period.  Any  handler  who  has  a  Certifi¬ 
cate  rescinded  or  denied  may  appeal  to 
the  committee  in  writing  for  reconsid¬ 
eration  of  his  disqualification. 

Dated:  December  22,  1360. 

Floyd  F.  Hedlund, 
Acting  Director, 
Fruit  and  Vegetable  Division. 

[F.R.  Doc.  60-12008;  PUed,  Dec.  27,  1960; 

8:47  a.m.] 
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LETTUCE  GROWN  IN  LOWER  RIO 
GRANDE  VALLEY  IN  SOUTH  TEXAS 

Expenses  and  Rate  of  Assessment 

Notice  is  hereby  given  that  the  Sec¬ 
retary  of  Agriculture  is  considering  the 
approval  of  the  expenses  and  rate  of 
assessment  hereinafter  set  forth,  which 
were  recommended  by  the  South  Texas 
Lettuce  Committee,  established  pursuant 
to  Marketing  Agreement  No.  144  and 


Marketing  Order  No.  134  (7  CFR  Part 
1034;  25  FM.  12227). 

Said  marketing  order  regulates  the 
handling  of  lettuce  grown  in  the  Lower 
Rio  Grande  Valley  in  South  Texas,  and  is 
effective  under  the  Agricultural  Market¬ 
ing  Agreement  Act  of  1937,  as  amended 
(7  U.S.C.  601-674). 

Consideration  will  be  given  to  any 
data,  views,  or  arguments  pertaining 
thereto  which  are  filed  with  the  Director, 
Fruit  and  Vegetable  Division,  Agricul¬ 
tural  Marketing  Service,  United  States 
Department  of  Agriculture.  Washington 
25.  D.C..  not  later  than  10  days  following 
publication  of  this  notice  in  the  Federal 
Register. 

§  1034.201  Expenses  and  rate  of  assess¬ 
ment. 

(a)  The  reasonable  expenses  that  are 
likely  to  be  incurred  by  the  South  Texas 
Lettuce  Committee,  established  pursuant 
to  Marketing  Agreement  No.  144,  and 
this  part,  to  enable  such  committee  to 
perform  its  functions  pursuant  to  the 
provision^  of  the  aforesaid  marketing 
agreement  and  order  during  the  fiscal 
period  December  1,  1960,  through  Oc¬ 
tober  31, 1961,  will  amount  to  $40,000. 

(b)  The  rate  of  assessment  to  be  paid 
by  each  handler  pursuant  to  Marketing 
Agreement  No.  144  and  this  part  shall 
be  two  cents  ($0.02)  per  carton  of  lettuce 
handled  by  him  as  the  first  handler 
thereof  during  said  fiscal  period. 

(c)  All  other  terms  used  in  this  sec¬ 
tion  shall  have  the  same  meaning  as 
when  used  in  Marketing  Agreement  No. 
144  and  this  part  (Part  1034;  25  F.R. 
12227). 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated;  December  21, 1960. 

Floyd  F.  Hedlund, 
Deputy  Director, 
Fruit  and  Vegetable  Division. 

(F.R.  Doc.  60-12037;  Filed,  Dec.  27,  1960; 

8:50  a.m.) 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  120  1 

TOLERANCES  AND  EXEMPTIONS 

FROM  TOLERANCES  FOR  PESTI¬ 
CIDE  CHEMICALS  IN  OR  ON  RAW 
AGRICULTURAL  COMMODITIES 

Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
408(d)(1).  68  Stat.  512;  21  UH.C.  346a 

(d)(1)),  the  following  notice  is  issued: 

A  petition  has  been  filed  by  Niagara 
Chemical  Division,  Food  Machinery  and 
Chemical  Corporation,  Middleport,  New 
York,  proposing  the  establishment  of  tol¬ 
erances  of  2  parts  per  million  for  residues 
of  6,7.8.9,10,10-hexacholoro-1.5.5a,6.9.9a- 
hexahydro  -  6,9  -  methano  -  2.4.3-benzo  - 
dioxathiepin-3-oxide  in  or  on  apples, 
apricots,  artichokes,  eggplants,  grapes, 
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nectarines,  peaches,  pears,  peppers,  and 
tomatoes. 

The  analyticaJ  methods  proposed  In 
the  petition  for  determining  residues 
of  6,7 ,8,9,10, 10-hexachloro-l,5.5a,6, 9,9a- 
hexahydro  -  6,9-methano-2,4,3-benzodi  - 
oxathiepin-3-oxide  are  the  methods  pub¬ 
lished  in  the  Federal  Register  of  March 
18,  1960  (25  F.R.  2269),  and  a  modifica¬ 
tion  of  the  gas  chrcnnatographic-micro- 
coulometric  procedure  of  Coulson,  et  al.. 
published  in  the  Journal  of  Agricultural 
and  Pood  Chemistry,  Volume  8,  page  399 
(1960). 

Dated:  December  21, 1960. 

[seal!  J.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[Pil.  Etoc.  60-12016:  Piled,  Dec,  27.  1960; 

8:48  ajn.] 


[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  US.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
has  been  filed  by  the  Kellogg  Company. 
Battle  Creek,  Michigan,  proposing  the 
issuance  of  a  regulation  to  establish  a 
total  tolerance  in  breakfast  cereals  of 
50  parts  per  million  (0.005  percent)  of 
antioxidants  consisting  of  one  or  a  com¬ 
bination  of  butylated  hydroxyanisole, 
butylated  hydroxytoluene,  and  propyl 
gallate. 

Dated:  December  21.  1960. 

[seal]  J.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[P.R.  Doc.  60-12017;  Piled,  Dec.  27.  1960; 

8:48  am.] 


[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)).  notice  is  given  that  a  petition 
has  been  filed  by  Food  Technology,  In¬ 
corporated,  5903  Northwest  Highway, 
Chicago  31,  Illinois,  proposing  the  issu¬ 
ance  of  a  r^ulation  permitting  the  use 
as  an  emulsifier  in  food  of  hydroxylated 
lecithin  manufactured  by  reacting  leci¬ 
thin  with  hydrogen  peroxide  and  acetic 
acid. 

Dated:  December  21,  1960. 

[SEAL]  J.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

IP.R.  Doc.  60-12018;  PUed,  Dec.  27,  1960; 

8:48  am.] 

[21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 


409(b)(5).  72  Stat.  1786;  21  U.S.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
has  been  filed  by  National  Starch  and 
Chemical  Corporation,  1700  West  Front 
Street,  Plainfield,  New  Jersey,  proposing 
■the  issuance  of  a  regulation  to  permit  the 
safe  use  of  polyvinylidene  chloride  latex 
in  coatings  for  food  packaging. 

Dated;  December  21,  1960. 

[SEAL]  J.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

(F.R.  Doc.  60-12019;  Piled,  Dec.  27.  1960; 

8:48  am.] 


[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
has  been  filed  by  Dow  Chemical  Com¬ 
pany,  Midland,  Michigan,  proposing  the 
issuance  of  a  regulation  to  establish  a 
tolerance  of  20  parts  per  million  (0.002 
percent)  of  sodium-2.2-dichloropropi- 
onate  in  or  on  dried  citrus  pulp  for  cattle 
feed. 

Dated:  December  21,  1960. 

[seal]  j.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[PR.  Doc.  60-12020;  Piled.  Dec.  27,  1960; 

8:48  am.] 


[  21  CFR  Part  121  ] 

FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5).  72  Stat.  1786;  21  UB.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
has  been  filed  by  Interchemical  Cor¬ 
poration,  Post  OfiQce  Box  659,  Newark, 
New  Jersey,  proposing  the  issuance  of 
a  regulation  to  permit  the  safe  use  of 
sodium  lauryl  sulfate  in  coatings  for  food 
packaging. 

Dated:  December  21,  1960. 

[seal]  *  J.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

IP.R.  Doc.  60-12021;  Piled,  Dec.  27.  1960; 

8:48  a.m.] 

FEDERAL  COMMUNICATIONS 
COMMISSION 

[  47  CFR  Part  3  1 

[Docket  No.  13852  (RM-102  and  RM-183)  ] 

TABLE  OF  ASSIGNMENTS;  TELEVI¬ 
SION  BROADCAST  STATIONS 

Order  Extending  Time  for  Filing 
Comments 

In  the  matter  of  amendment  of  §  3.606 
Table  of  assignments.  Television  Broad¬ 


cast  Stations  (Augusta,  Bangor,  Calais 
and  Presque  Isle,  Maine). 

1.  The  Commission  has  before  it  a 
petition  of  Coastal  Broadcasting  Com¬ 
pany,  Inc.,  licensee  of  standard  broad¬ 
cast  station  WDEA,  EUIsworth,  Maine, 
requesting  that  the  time  for  filing  com¬ 
ments  in  the  above -captioned  proceed¬ 
ing  be  extended  for  original  comments 
from  December  23,  1960,  to  January  20, 
1961,  and  for  reply  comments  from  Jan¬ 
uary  9,  1961,  to  February  3,  1961. 

2.  The  petitioner  states  that  the  addi¬ 
tional  time  requested  is  needed  for  it  to 
complete  preparation  of  comments  in 
this  proceeding;  that  in  connection 
therewith,  it  is  making  a  detailed  study 
of  the  need  for  television  service  in 
southeastern  Maine,  and  intends  to  sub¬ 
mit  a  counterpropo^  in  the  proceeding, 
and  to  comply  fully  with  the  Commis¬ 
sion’s  request  in  the  notice  for  “the  most 
specific  and  detailed  information  pos¬ 
sible”  concerning  plans  and  preparation 
for  the  use  of  the  channel  proposed  for 
reassignment.  Petitioner  urges  that  the 
Commission  and  all  parties  interested  in 
the  proceeding  will  benefit  if  more  time 
is  afforded  to  permit  all  parties  to  make 
the  most  complete  showing  possible  in 
their  comments. 

3.  The  Commission  is  of  the  view  that 
the  public  interest  will  be  served  by  af¬ 
fording  the  additional  time  requested 
for  filing  comments,  and  that,  in  view  of 
the  approaching  Christmas  and  New 
Year  holidays,  it  will  not  unduly  delay 
the  proceeding. 

4.  Accordingly,  it  is  ordered.  This  20th 
day  of  December  1960,  That  the  above- 
mentioned  request  of  Coastal  Broad¬ 
casting  Company,  Inc.,  is  granted;  that 
the  time  for  filing  comments  in  this  pro¬ 
ceeding  is  extended  from  December  23, 
1960,  to  January  20.  1961,  and  that  the 
time  for  filing  reply  comments  is  ex¬ 
tended  from  January  9, 1961,  to  February 
3,  1961. 

Released:  December  22,  1960. 

Federal  Comkunications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

I  P  R.  Doc.  60-12029;  PUed,  D«c.  27,  1960; 

8:50  a.m.] 

INTERSTATE  COMMERCE 
COMMISSION 

[  49  CFR  Parts  71-78,  197  1 

[Docket  No.  8666 1] 

TRANSPORTATION  OF  EXPLOSIVE^ 
AND  OTHER  DANGEROUS  AR¬ 
TICLES  BY  MOTOR  VEHICLE 

Extending  Date  for  Filing  Statements 

Upon  consideration  of  the  record  in 
the  above-entitled  proceeding,  and  re- 


1  This  order  embraces  EX  Parte  No.  MC-13, 
In  the  Matter  of  Regulations  Governing  the 
Transportation  of  Explosives  and  Other  Dan¬ 
gerous  Articles  by  Motor  Vehicle,  and  Ex 
Parte  No.  MC-3,  In  the  Matter  of  Need  for 
Establishing  Reasonable  Requirements  to 
Promote  Safety  of  Operation  of  Motor  Vehi¬ 
cles  Used  In  Transporting  Property  by  Pri¬ 
vate  Carriers. 
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quests  received  from  the  following  for  an 
extension  of  time  within  which  to  file 
written  statements  in  response  to  rule 
making  notice  46  dated  November  29, 
1960: 

(1)  Institute  of  Makers  of  Explosives, 
dated  December  13. 1960. 

(2)  Manufacturing  Chemists’  Asso¬ 
ciation,  Inc.,  filed  December  14,  1960. 

(3)  American  Petroleum  institute, 
filed  December  15, 1960. 

(4)  National  Paint,  Varnish  and  Lac¬ 
quer  Association,  filed  December  15. 
1960. 

and  good  cause  appearing  therefor; 


It  U  ordered.  That  the  time  within 
which  written  statements  may  be  filed 
pertaining  to  the  proposals  contained  in 
rule  making  notice  46  be  and  it  is  here¬ 
by  extended  from  December  15.  1960,  to 
January  16, 1961. 

Dated  at  Washington,  D.C.,  this  15th 
day  of  December  A.D.,  1960. 

By  the  Commission,  Commissioner 
Hutchinson. 

[seal!  Harold  D.  McCoy, 

Secretary. 

|P.R.  Doc.  60-12034;  Plied,  Dec.  27,  I960: 

8:50  a.m.] 


DEPARTMENT  OF  THE  INTERIOR 

Office  of  the  Secretary 
LEMORE  W.  CLARK 

Appointee’s  Statement  of  Financial 
Interests 

November  22, 1960. 

Pursuant  to  section  302(a)  of  Execu¬ 
tive  Order  10647,  the  following  informa¬ 
tion  on  a  WCX;  appointee  in  the  Depart¬ 
ment  of  the  Interior  is  furnished  for 
publication  in  the  Federal  Register: 

Name  of  appointee:  Lemore  W.  Clark. 

Name  of  emplo3ring  agency:  Depart¬ 
ment  of  the  Interior,  Office  of  Assistant 
Secretary  for.  Water  and  Power 
Development. 

The  title  of  the  appointee’s  position: 
Deputy  Director,  Defense  Electric  Power 
Area  6. 

The  name  of  the  appointee’s  private 
employer  or  employers:  The  Detroit 
Edison  Co.,  Detroit,  Mich. 

The  statement  of  “financial  interests” 
Is  set  forth  below. 

Fred  O.  Aandahl, 
Acting  Secretary  of  the  Interior. 

Appointee’s  Statement  of  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  302(b)  of  Executive  Order 
10647,  I  am  filing  the  following  state¬ 
ment  for  publication  in  the  Federal 
Register: 

(1)  Names  of  any  corporations  of 
which  I  am.  or  had  b^n  within  60  days 
preceding  my  appointment,  on  November 
22,  1960,  as  Deputy  Director,  Defense 
Electric  Power  Area  6,  an  officer  or 
director: 

None. 

(2)  Names  of  any  corporations  in 
which  I  own,  or  did  own  within  60  days 
preceding  my  appointment,  any  stocks, 
bonds,  or  other  financial  interests: 

Curtifs  Wright  Corp.,  New  York,  N.Y. 

Th«  Detroit  Edison  Co.,  Detroit,  Mich. 

(3)  Names  of  any  partnerships  in 
which  I  am  associated,  or  had  been 
associated  within  60  days  preceding  my 
appointment: 

None. 

(4)  Names  of  any  other  businesses 
which  I  own,  or  owned  within  60  days 
preceding  my  appointment: 

None. 

Lemore  W.  Clark. 

December  16.  1960. 

[P.R.  Doc.  60-12011;  Filed,  Dec.  27,  I960: 
8:47  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Research  Service 

CERTAIN  HUMANELY  SLAUGHTERED 
LIVESTOCK 

Identification  of  Carcasses 

Pursuant  to  section  4  of  the  Act 
of  August  27,  1958  (7  U.S.C.  1904)  and 
the  statement  of  piolicy  thereunder  in  9 
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CPR  181.1  (25  P.R.  5863)  the  following 
table  lists  the  estabhshments  operated 
under  Federal  inspection  under  the  Meat 
Inspection  Act  (21  U.S.C.  71  et  seq.) 
which  were  officially  reported  on  Decem¬ 
ber  1,  1960,  as  humanely  slaughtering 
and  handling  on  that  date  the  species 
of  livestock  respectively  designate  for 
such  establishments  in  ^e  table.  Estab¬ 
lishments  reported  after  December  1,  as 
using  humane  methods  on  December  1, 
or  a  later  date  in  December  will  be  listed 
in  a  supplemental  list.  Previously  pub¬ 
lished  lists  represented  establishments 
reported  in  November  or  December  1960 
as  humanely  slaughtering  and  handling 


the  designated  species  of  livestock  on 
November  1  or  some  later  date  in  No¬ 
vember  1960  (25  P.R.  12257  and  12579). 
The  establishment  number  given  with 
the  name  of  the  establishment  is  branded 
on  each  carcass  of  livestock  inspected 
at  that  establishment.  The  table  should 
not  be  understood  to  indicate  that  all 
species  of  livestock  slaughtered  at  a  listed 
establishment  are  slaughtered  and  han¬ 
dled  by  humane  methods  unless  all  spe¬ 
cies  are  listed  for  that  establishment  in 
the  table.  Nor  should  the  table  be  under¬ 
stood  to  indicate  that  the  affiliates  of 
any  listed  establishment  use  only  hu¬ 
mane  methods: 


Name  of  establishment 

Estubllsliment  No. 

Cattle 

Calves 

Sheep 

Goats 

Swine 

Horses 

298 . 

(•) 

299 _ 

(•) 

;<nfi 

(•) 

317.4  _ 

n 

(•) 

.320  _  __ 

(•) 

(•) 

:i27  _ 

(•) 

.329 

(•) 

(•) 

.331  _ 

C) 

331 A  _ 

{*) 

332 . 

(•) 

(*) 

• 

xa  .  .  ._ 

(•) 

(*) 

Anfa  Packing  Co..... _ ... _ ....... 

345 . 

(•) 

(*) 

(•) 

Union  Packinir  Cn  .  .  .. 

351 . 

(•) 

MoCandlpiBS  PacVln{»  Cn  ,  Tnr 

.^'i5  _ 

(•) 

(•) 

.^';7  _ 

(•) 

.303 _ _ 

(*) 

Westport  Packing  Corp _ 

369 . 

(*) 

376 . 

c) 

(•) 

(•) 

Omss  Rif>«  Mcnt  Packers,  Inc  . 

376 . 

(•) 

C) 

(•) 

Emee  Packlnc;  Co.,  Inc..i _ 

380 . 

(*) 

(•) 

(•) 

Amprlfran  Stores  Co _  _ _ _ 

384 . 

(•) 

392 . 

(•) 

Roth  Packini;  Co _ .1 _ _ _ _ _ 

.394 . 

(•) 

The  Northside  Packing  Go _ 

395 . 

n 

(•) 

Ix)fan  Packing  Co _ 

397 . 

(•) 

Cflphpp  Packing  Co 

404 . 

(*) 

(•) 

C) 

Neuholl  Bros _ _ _ _ _ _ _ 

406 . 

(*) 

n 

(•) 

Philadelphia  Boneless  Beef  Co _ 

418 . 

(•) 

Miirrav  Packing  Co.,  Inc _ 

421 . 

(•) 

The  CdllliLs  Packing  Co _  _ _ _ 

423 . 

(•) 

I.«one  Star  Packing  Co _ 

433 . 

(•) 

(•) 

Monarch  Meat  Packing  Co.  _  _  _  . 

435 . 

(•) 

Sdinehler  Packing  Co.. . . 

4.39 . 

(•) 

Prime  Piutklng  Co.,  Inc .  _  _ _ _ 

443 . . . 

(•) 

Peerless  Packing  Co.,  Inc _ 

448 . 

(•) 

Swift  and  Co . . . 

459 . 

(*) 

Lancaster  Packing  Co . . . . 

462 . 

(•) 

I.itvak  Packing  Co . . . 

465. . 

(*) 

Beewar  Packing  Co . . . . . 

467 

(•) 

(*) 

(*) 

Eckert  Packing  Co _ _ _ 

471 . 

(*) 

H 

Armour  and  Co . . . . 

477  _  ._  _ 

C) 

(*) 

(•) 

Eldrldge  Packing  Co . . . 

478 . 

(•) 

Middletown  Beef  Co.,  Inc.. _ _ 

483 . 

(•) 

Memphis  Butchers  Association,  Inc . 

488 . 

(*) 

(*) 

(•) 

(*) 

(•) 

Nebraska  Beef  Co . . . 

489 . 

(•) 

Triangle  Meat  Distributors,  Inc . 

497 . 

(•) 

Heim  Brothers  Packing  Col . 

499 . 

(*) 

(•) 

Greenlee  Packing  Co . . 

,501 . ■- . 

(*i 

B.  Rothschild  and  Co . . . 

506 . 

f*) 

Frosty  Mom  Meats . 

607 . 

(•) 

(•) 

Orueiisfelder  Packing  Co . 

608 . 

(•) 

(•) 

(•) 

Armour  and  Co . . . 

509 . 

(•) 

(•) 

(•) 

Shen  Valley  Meat  Packers,  Inc . . 

511 . 

(*) 

(*) 

.Armour  and  Co . 

2  AO . 

(•) 

Do . 

2A1I _  ...  . 

(•) 

(•) 

Do . 

2R  . 

(*) 

(*) 

(•1 

Do . 

2r _ 

(•) 

(*) 

(•) 

Do . 

2F. 

(*) 

C) 

(•) 

Swlit  and  Co _ _ _ _ 

3.\... . 

(•) 

(•) 

(•) 

(*) 

Do . 

SAC  ___  _ 

(•) 

(•) 

Do . 

3AE . 

(*) 

(•) 

Do . 

3AF . 

(•) 

(*) 

Do . 

3AN . 

(*) 

(•) 

(*) 

Do . 

3B . 

(*) 

(*) 

(*) 

Do . 

3C . 

(•) 

n 

(*) 

Do . . . 

3L . 

(*) 

(*) 

Do . 

.3NN  _  _ 

(*) 

(*) 

(*) 

(•) 

Do . 

3Z . 

(*) 

Lykes  Bros.,  Inc.,  of  Georgia... . . 

8 . 

(•) 

(•) 

The  Cudahy  Packing  Co _  _ 

10 . 

n 

(*> 

Hygrade  Food  Products  Corp . 

12 . 

(*) 

(•) 

(•) 

Do . 

12  A . 

(•) 

Do . 

12D . 

(*' 

Do . 

12P . 

Mlckclherrys  Food  Products  Cn . . 

16 . 

(•) 

John  Morrell  and  Co . 

17 . 

(•) 

(•) 

C.  Fiukbeiner,  Inc . . . . 

18 . 

(•) 

The  Cudahy  Packing  Co.  of  Nebraska _ 

19E . . . 

(*) 

(•) 

(* 

W'ilson  and  Co.,  Inc _  .  _ 

20A . 

(•) 

Do . : . 

2nv 

(•) 

(•) 

(*) 

\  / 

Do . 

20Q  . 

(•) 

(•) 

(•! 

Swift  and  Co . . . . . . 

23.1 . 

(•) 

(•) 

American  Packing  Co . 

26  _. 

(•) 

(•) 

(•) 

Patrick  Cudahy,  Inc . 

28 _ 

(•) 

(•) 

!•) 

Montana  Packing  Co.,  Inc _ 

37 _ 

(•) 

(•) 

Pocomoke  Provision  Co _ _ 

39 . . . 

(•) 

(•i 

Suunyland  Packing  Cn . 

43 . 

(•) 

(•) 
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NOTICES 


Name  of  establishnittit 


Hoosler  Vetorlnary  Laboratories,  Inc.- 

National  Meat  P^ers,  Inc . . . . 

South  Philadelphia  WUlowbrook,  Inc. . 

Kerber  Packlnt;  Co . 

TarpolT  Packing  Co . 

McKenney  Meat  Co . 

Volz  Packing  Co . . . . 

Wilson  and  Co.,  Inc . 

Joe  Doctocnian  and  Son  Packing  Co.,  Inc. 

Oreater  Omaha  Packing  Co.,  Inc - - 

Oreeley  Capitol  Packing  Co - 

Hawaii  Meat  Co.,  Ltd . 

Perlin  Packing  Co.,  Inc . 

National  Food  Stores,  bic . . 

Reitz  Meat  Products  Co . 

F.agle  Packing  Co . 

Clover  Packing  Co.,  Inc . . . 

Armour  and  Co . . 

Browns  Packing  House - - 

The  Harris  Packing  Co . . 

A.F.  Moyer  and  Sons,  Inc . 

McCabe  Packing  Plant . 

H.  and  U.  Packing  Co . 


Eidabllshmant  No. 


912.. . 

917.. . 

923.. 

929.. 

931.. 

932.. 

938.. 

940.. 

949.. 

960.. 

969.. 

970.. 

974.. 

981.. 

983.. 

987.. 
1005. 
1085. 
1154. 
1175. 

1311. 

1312. 
1315. 


Done  at  Washington,  D.C.,  this  22d 


Cattle 


(•) 

(*) 

(•) 

(•) 

(•) 

(•) 

(•) 

(•) 

(*) 

(•) 

?! 

(•) 


(*) 

(•) 

(•) 

(•) 


(•) 

(•) 

(•) 


Calves 


(•) 

(•) 

(•) 


(•) 


(*) 

(•) 


?! 


(•) 

(•) 


(*) 

(•) 

(•) 


Sheep 


(•) 


(•) 

(•) 

(•) 


(•) 


Goats 


(•) 


Swine 


n 


(•) 


(*) 


(*) 

(•) 


Horses 


day  of  December  1960. 

C.  H.  Pals, 

Director,  Meat  Inspection  Division, 

Agricultural  Research  Service. 

IPJl.  Doc.  60-12038;  Piled,  Dec,  27,  1960; 
8:50  a.m.l 


DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Office  of  the  Secretary 

STATEMENT  OF  ORGANIZATION  AND 
DELEGATION  OF  AUTHORITY 

Department  of  Claims  Officer 

The  Statement  of  Organization  and 
Delegations  of  Authority  of  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare 
(22  FH.  1045)  is  hereby  amended: 

Subsection  (a)(5)  of  section  2-300.40 
of  Part  2  is  revised  to  read  as  follows: 

Sec.  2-300.40  Department  Claims  Of~ 
Acer,  (a)  •  •  • 

(5)  Designate  a  person  to  act  for  him 
during  periods  of  temporary  absence 
from  his  office.  Effective  December  19, 
1960,  during  a  vacancy  in  the  position  of 
Associate  General  Counsel,  the  Chief, 
Administrative  Services  Branch,  Office  of 
General  Counsel,  shall  exercise  the  func¬ 
tions  of  the  Department  Claims  Officer. 

Dated:  December  16,  1960. 

[SEAL]  Bertha  S.  Adkins, 

Acting  Secretary. 

[P.R.  Doc.  60-12001;  Piled,  Dec.  27,  1960; 
8:46  a.m.] 


CIVIL  AERONAUTICS  BOARD 

[bocket  No.  11278  etc.;  Order  No.  E-16162] 

NEW  YORK-SAN  JUAN  CARGO 
RATES  INVESTIGATION 

Supplemental  Order  of  Investigation 
and  Suspension 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.C.. 
on  the  21st  day  of  December  1960. 


In  the  matter  of  the  New  York-San 
Juan  cargo  rates  investigation.  Docket 
11278  et  al. 

In  the  matter  of  the  proposed  specific 
commodity  rates  of  Riddle  Airlines,  Inc., 
Pan  American  World  Airways,  Inc.; 
complaints  of  Trans  Caribbean  Airways, 
Inc.,  Pan  American  World  Airways,  Inc., 
AUi^  Air  Freight  International  Corp., 
Dockets  11790, 11796,  and  11797. 

The  Board,  by  Order  E-15851  of  Sep¬ 
tember  29,  1960,  instituted  an  investiga¬ 
tion  of  and  suspended  reduced  specific 
commodity  rates  between  New  York  and 
Puerto  Rico  proposed  by  Pan  American 
World  Airways,  Inc.,  and  Riddle  Air¬ 
lines,  Inc. 

The.BofRrd  finds  that  the  suspension 
period  of  the  proposed  rates  will  expire 
before  the  investigation  of  their  lawful¬ 
ness  can  be  concluded  and  final  order 
made. 

Accordingly,  it  is  ordered  that: 

1.  The  suspension  period  of  the  rates 
and  provisions  from  Arecibo,  Mayaguez, 
Ponce  Ramey  Field,  and  San  Juan.  P.R., 
to  New  York,  N.Y.,  for  C?ommodity  Group 
Nos.  20,  30,  and  210  and  from  New  York, 
N.Y.  to  Arecibo,  Mayaguez,  Ponce  Ramey 
Field,  and  San  Juan.  P.R.  for  Commodity 
Group  Nos.  30  and  60  on  16th  Revised 
Page  10  to  C.A.B.  No.  7  of  Riddle  Air¬ 
lines,  Inc.;  and  the  rates  and  provisions 
from  New  York,  N.Y.,  to  San  Juan,  PH., 
in  Item  Numbers  1226,  1400,  1500,  2199, 
2500Z,  3965,  4702,  6802,  9540,  9700,  and 
9994,  and  from  San  Juan,  P.R.  to  New 
York,  N.Y.  in  Item  Numbers  115,  116, 
2990,  4401,  4702,  5000,  9540,  and  9994  ap¬ 
pearing  on  Original  Page  10-J,  65th  Re¬ 
vised  Page  38  and  .29th  Revised  Page 
40-C  to  Agent  R.  C.  Lounsbury’s  CA.J3. 
No.  118,  be  and  hereby  is  extended  to  and 
including  March  30,  1961. 

2.  A  copy  of  this  order  shall  be  filed 
with  the  aforesaid  tariffs  and  shall  be 
served  upon  Allied  Air  Freight  Interna¬ 
tional  Corp.,  Pan  American  World  Air¬ 
ways,  Inc.,  Riddle  Airlines,  Inc.,  and 
Transportation  Corporation  of  America. 

This  order  will  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

I  seal!  Robert  C.  Lester, 

Secretary. 

[FR.  Doc.  60-12089;  FUed,  Deo.  87,  1960; 

8:61  ajn.) 


[Docket  11927] 

TRANSCONTINENTAL,  S.A. 

Notice  of  Prehearing  Conference 

In  the  matter  of  the  application  of 
Transcontinental,  S.A.  Docket  11927, 
for  a  renewal  of  its  permit  to  engage  in 
foreign  air  transportation  between 
points  in  Argentina,  the  intermediate 
points  Sao  Paulo  and  Rio  de  Janeiro, 
Brazil;  Caracas,  Venezuela;  and  the 
terminal  point  New  York,  New  York. 

Notice  is  hereby  given  that  a  prehear¬ 
ing  conference  on  the’  above-entitled  ap¬ 
plication  is  assigned  to  be  held  on  Jan¬ 
uary  13,  1961,  at  10:00  a.m.,  e.s.t.,  in 
Room  701,  Universal  Building,  Connecti¬ 
cut  and  Florida  Avenues  NW.,  Washing¬ 
ton,  D.C.,  before  Examiner  John  A. 
Cannon. 

Dated  at  Washington,  D.C.,  Decem¬ 
ber  21,  1960. 

[SEAL]  Francis  W.  Brown, 

Chief  Examiner. 

[F.R.  Doc.  60-12040;  Piled.  Dec.  27.  1960; 

8:51  a.m.] 


CIVIL  SERVICE  COMMISSION 

POSITIONS  FOR  WHICH  THERE  IS  DE- 
TERMINED  TO  BE  A  MANPOWER 
SHORTAGE 

Notice  of  Listing 

Under  the  provisions  of  Public  Law 
86-587,  the  Civil  Service  Commission  had 
determined  that  there  is  a  manpower 
shortage  for  positions  of  Engineering 
Technician  (Nuclear  Reactor  Operator) , 
GS-802-O,  grades  9  to  13,  National 
Aeronautics  and  Space  Administration, 
Sandusky,  Ohio,  and  travel  and  trans¬ 
portation  expenses  may  be  made  for 
appointees  to  their  duty  station. 

Any  payment  of  travel  and  transpor¬ 
tation  expenses  made  to  appointees  as 
a  result  of  this  determination  must  be 
in  accordance  with  travel  regulations 
issued  by  the  Bureau  of  the  Budget. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  David  F.  Williams, 

Director,  Bureau  of 
Management  Services. 

[P.R.  Doc.  60-11972;  Plied,  Dec.  27,  1960; 

8:45  a.m.] 


FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  No.  13878;  PCC  80M-21571 

CHEROKEE  COUNTY  RADIO  STATION 

Order'  Scheduling  Hearing 

In  re  application  of  Mac  M.  Thomas 
and  Ruby  Jo  Clotfelter  d/b  as  Cherokee 
County  Radio  Station,  Centre,  Alabama, 
Docket  No.  13878,  Pile  No.  BP-13084;  for 
construction  permit. 

It  is  ordered.  This  19th  day  of  Decem¬ 
ber  1960,  that  Elizabeth  C.  Smith  will 
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preside  at  the  hearing  in  the  above- 
entitled  proceeding  which  is  hereby 
scheduled  to  commence  on  February  21, 
1961,  in  Washington,  D.C, 

Released:  December  21,  1960. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple,. 

Acting  Secretary. 

IF.R.  Doc.  60-12030;  Filed,  Dec.  27,  1960; 
8:50  a.m.) 


(Docket  Nos.  13865-13866;  PCC  60M-2155I 

ARTHUR  A.  DETERS  AND  COLLEGE 
RADIO 

Order  Scheduling  Hearing 

In  re  applications  of  Arthur  A.  Deters, 
Greenfield,  Massachusetts,  Docket  No. 
13865,  File  No.  BP-13046;  Augustine  L. 
Cavallaro,  Jr.,  tr/as  College  Radio,  Am¬ 
herst,  Massachusetts,  Docket  No.  13866, 
Pile  No.  BP-14179;  for  construction 
permits. 

It  is  ordered.  This  19th  day  of  Decem¬ 
ber  1960,  that  Herbert  Sharfman  will 
preside  at  the  hearing  in  the  above-en¬ 
titled  proceeding  which  is  hereby  sched¬ 
uled  to  commence  on  February  21,  1961, 
in  Washington,  D.C. 

Released:  December  21,  1960. 

PEiftiRAL  Communications  - 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[P.R.  Doc.  60-12031;  Filed,  Dec.  27,  1960; 
8:50  a.m.] 


(Docket  Nos.  13745-13746;  FCC  60M-2161] 

RADIO  STATION  WHCC  (WHCC)  AND 
ALUMINUM  CITIES  BROADCASTING 
CO.  (WGAP) 

Order  Setting  Further  Prehearing 
Conference 

In  re  applications  of  Kenneth  D.  Fiy 
and  Margaret  P.  Pry  d/b/as  Radio  Sta¬ 
tion  WHCC  (WHCC) ,  WaynesviUe,  North 
Carolina,  Docket  No.  13745,  Pile  No. 
BP-12615,  Has:  1400  kc,  250  w,  U,  Re¬ 
quests:  1400  kc,  250  w,  1  kw-LS,  U;  Harry 
C.  Weaver  and  Prank  H.  Corbett,  a  Lim¬ 
ited  Partnership,  d/b  as  Aluminum  Cities 
Broadcasting  Company  (WGAP) ,  Mary¬ 
ville,  Tennessee,  Docket  No.  13746,  Pile 
No.  BP-12642.  Has  1400  kc,  250  w,  U,  Re¬ 
quests:  1400  kc,  250  w,  1  kw-LS,  U;  for 
construction  permits. 

It  appearing  that  counsel  for  the  ap¬ 
plicants  herein  has  this  date  orally  ad¬ 
vised  the  Hearing  Examiner  that  said 
parties  now  propose  to  proceed  to  an 
evidentiai*y  hearing  on  their  respective 
applications;  and 

It  further  appearing  that  the  hearing 
date  originally  scheduled  in  the  instant 
proceeding  was  postponed  indefinitely 
pending  submission  to  the  Commission 
by  these  applicants  of  petitions  for  re¬ 
consideration  and  grants  without  hear¬ 
ing  of  their  applications,  and  that  the 
course  of  action  now  indicated  by  appli¬ 
cant’s  counsel  makes  it  advisable  to  con¬ 
vene  a  further  prehearing  conference  on 
the  Examiner’s  own  motion  for  the  pur- 
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pose  of  reaching  agreements  on  the 
scheduling  of  a  new  hearing  date  as  well 
as  other  procedural  dates; 

Accordingly,  it  is  ordered.  This  20th 
day  of  December  1960,  on  the  Hearing 
Examiner’s  own  motion,  that  all  parties, 
or  their  counsel,  in  the  above-captioned 
proceeding  are  directed  to  appear  for  a 
further  prehearing  conference  pursuant 
to  the  provisions  of  §  1.111  of  the  Com¬ 
mission’s  rules,  on  Thursday,  January  5, 
1961,  at  10:00  a.m.  in 'the  offices  of  the 
Commission  at  Washington,  D.C. 

Released:  December  21,  1960. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

1F.R.  Doc.  60-12032;  Filed,  Dec.  27,  1980; 
8:50  a.m.| 


[Docket  Nos.  13867-13869;  FCC  60M-21561 

SPENCER  BROADCASTING  CO.  ET  AL. 

Order  Scheduling  Hearing 

In  re  applications  of  Spencer  Broad¬ 
casting  Company,  Spencer,  West  Vir¬ 
ginia.  Docket  No.  13867,  File  No.  BP- 
12886;  WSTV,  Inc.  (WBOY) .  Clarksburg, 
West  Virginia,  Docket  No.  13868,  Pile  No. 
BP-13116;  Community  Radio,  Inc.,  Spen¬ 
cer,  West  Virginia,  Docket  No.  13869,  Pile 
No.  BP-14102;  for  construction  permits. 

It  is  ordered,  'This  19th  day  of  Decem¬ 
ber  1960,  that  David  I.  Kraushaar  will 
preside  at  the  hearing  in  the  above-en¬ 
titled  proceeding  which  is  hereby  sched¬ 
uled  to  commence  on  February  16,  1961, 
in  Washington,  D.C. 

Released:  December  21,  1960. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

IF.R.  Doc.  60-12033;  Filed,  Dec.  27,  1960; 
8:50  a.m.] 


FEDERAL  POWER  COMMISSION 

SECOND  AMENDMENT  TO  STATE¬ 
MENT  OF  GENERAL  POLICY  NO. 

61-1 

December  20,  1960. 

In  our  Statement  of  General  Policy 
No.  61-1,  issued  September  28,  1960,  we 
announced  a  price  level  of  14.0  cents  per 
Mcf  for  increased  rates  of  independent 
producers  in  Texas  District  Nos.  2,  3,  4, 
and  6.  We  also  stated  therein  that  as  it 
becomes  apparent  that  certain  adjust¬ 
ments  have  general  applicability  in  a 
specific  area,  the  area  price  standard 
will  be  revised  and  set  forth  in  greater 
detail  with  regard  to  the  conditions  to 
which  the  rate  applies. 

Prior  to  the  issuance  of  Statement  of 
General  Policy  No.  61-1,  the  Commission 
had  in  numerous  cases  accepted  settle¬ 
ment  offers  providing  for  elimination  of 
price  redetermination  and  favored-na¬ 
tion  provisions  and  had  accepted  in¬ 
creased  rates  higher  than  the  ceiling  for 
increased  rates  announced  in  our  Policy 
Statement  for  Texas  District  Nos.  2,  3, 
4,  and  6. 


As  a  result  of  our  considerable  experi¬ 
ence  with  the  effects  of  favored-nation 
and  price  redetermination  provisions 
upon  independent  producer  prices,  we 
concluded  that  acceptance  of  settlement 
offers  was  desirable  in  the  public  inter¬ 
est,  appropriate  to  carry  out  the  provi¬ 
sions  of  the  Natural  Gas  Act,  and  bene¬ 
ficial  to  ultimate  consumers,  pipeline 
purchasers  and  independent  producers. 
In  view  of  the  foregoing,  an  adjustment 
to  the  price  level  for  increased  rates  in 
Texas  District  Nos.  2,  3,  4,  and  6.  when 
coupled  with  the  elimination  of  price 
redetermination  provisions  and  favored- 
nation  provisions  in  existing  filed  rate 
schedules  appears  to  be  appropriate. 

Accordingly,  the  Commission’s  State¬ 
ment  of  General  Policy  No.  61-1,  issued 
September  28, 1960,  as  amended,  is  here¬ 
by  further  amended  to  provide: 

For  rate  schedules  from  which  favored- 
nation  provisions,  price  redetermination  pro¬ 
visions.  and  periodic  escalation  clauses  have 
been  eliminated,  the  area  price  level  for  In¬ 
creased  rates  for  natural  gas  sales  by  In¬ 
dependent  producers  In  Texas  District  Nos. 
2,  3,  4,  and  6  is  15^  per  Mcf  at  14.65  psia. 

For  rate  schedules  from  which  favored- 
nation  and  price  redetermlnatlon  provisions 
have  been  eliminated,  the  area  price  level  for 
Increased  rates  for  natural  gas  sales  by  Inde¬ 
pendent  producers  In  T«as  District  Nos. 
2,  3,  4,  and  6  Is  14.6  cents  per  Mcf  at  14.65 
psla,  provided,  however,  that  any  escalations 
contained  In  such  rate  schedules  shall  not 
take  effect  prior  to  February  5,  1963,  further 
escalations  shall  not  take  effect  at  less  than 
five-year  intervals  from  the  effective  date 
of  the  initial  escalation,  and  the  Increase  In 
rate  for  such  escalation  shall  not  exceed  one 
cent  per  Mcf. 

By  the  Commission. 

[SEAL]  Joseph  H.  Gutride, 

Secretary. 

1F.R.  Doc.  60-11982;  Filed,  Dec.  27,  1960; 

8:45  am.] 


[Docket  No.  CP61-78] 

ARKANSAS  LOUISIANA  GAS  CO. 

Notice  of  Application  and  Date  of 
Hearing 

December  20,  1960. 

Take  notice  that  on  September  20, 
1960,  as  supplemented  on  November  4, 
1960,  Arkansas  Louisiana  Gas  Company 
(Applicant),  Slattery'  Building,  Shreve¬ 
port,  Louisiana,  filed  in  tlocket  No.  CP61- 
78  an  application  pm'suant  to  section 
7(c)  of  the  Natural  Gas  Act  for  a  cer¬ 
tificate  of  public  convenience  and  neces¬ 
sity  authorizing  the  construction  and 
operation  of  field  facilities  to  enable 
Applicant  to  take  into  its  certificated 
transmission  pipeline  system  natural  gas 
which  will  be  purchased  frcHn  producers 
thereof  from  time  to  time  during  the 
calendar  year  1961  in  the  general  area 
of  Applicant’s  existing  transmission  sys¬ 
tem  at  a  total  cost  not  to  exceed  $6,918,- 
500,  with  no  single  project  to  exceed  a 
cost  of  $500,000,  aU  as  more  fully  set 
forth  in  the  application  and  supplement 
which  are  on  file  with  the  Commission 
and  open  to  public  inspection. 

The  purpose  of  this  “budget-type”  ap¬ 
plication  is  to  augment  applicant’s  ability 
to  act  with  reasonable  dispatch  in  con¬ 
tracting  for  and  connecting  to  Its  exist- 
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ing  pipeline  system  new  supplies  of  na¬ 
tural  gas  in  various  producing  areas 
generally  coextensive  with  said  system. 

Applicant  proposes  to  finance  the  cost 
of  the  subject  facilities  from  funds  on 
hand,  from  cash  generated  by  operations 
and  from  internal  sources. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice,  that  pursuant  to 
the  authority  contained  in  and  subject 
to  the  Jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  IS  of  the  Natural  Oas  Act.  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  a  hearing  will  be  held  on  January 
12. 1961.  at  9:30  am.,  e.s.t..  in  a  Hearing 
Room  of  the  Federal  Power  Commission. 
441  O  Street  NW..  Washington.  D.C., 
concerning  the  matters  involved  In  and 
the  Issues  presented  by  such  application: 
Provided,  however.  That  the  Commis¬ 
sion  may,  after  a  non-contested  hearing, 
dispose  of  the  proceedings  pursusmt  to 
the  provisions  of  S  1.30(c)  (1)  or  (2)  of 
the  Commission’s  rules  of  practice  and 
procedure.  Under  the  procedure  herein 
provided  for.  unless  otherwise  advised, 
it  will  be  unnecessary  for  Applicant  to 
appear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  wltti  the  Federal  Power  Commis¬ 
sion.  Washington  25.  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Jan¬ 
uary  10,  1961.  Failure  of  any  party  to 
appear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  in¬ 
termediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

Joseph  H.  Gutiude, 

Secretary, 

(P.R.  Doc.  60-11983;  Piled,  Dec.  .27,  1960; 

8:45  am.] 


(Docket  No.  0-20032,  etc.] 

BEN  BOLT  GATHERING  CO.  ET  AL. 

Notice  of  Postponement  of  Hearing 

December  20. 1960. 

Ben  Bolt  Gathering  Company,  Docket 
No.  G-20032;  Associated  Oil  &  Gas  Co., 
et  al..  Docket  No.  G-20058;  Carrl  Oil. 
Operator,  Docket  No.  G-20331;  East 
White  Point  Gathering  Company,  Docket 
No.  Ch-20355;  Engeo  Gathering  Com¬ 
pany,  Docket  No.  G-20356;  Engeo  Oil  & 
Gas  Company,  Operator.  Docket  No.  G- 
20357;  Burdette  Graham,  Operator, 
Docket  No.  0-20360. 

Upon  consideration  of  the  motion  filed 
December  15,  1960  by  Counsel  for  Asso¬ 
ciated  Oil  &  Gas  Co.,  et  al.,  for  postpone¬ 
ment  of  the  hearing  now  schedule  for 
December  27,  1960  in  the  above-desig¬ 
nated  matters; 

The  hearing  now  scheduled  for  Decem¬ 
ber  27,  1960  is  hereby  postponed  to  Feb¬ 
ruary  27.  1961,  at  10:00  am.,  e.s.t.,  in  a 
hearing  room  of  the  Federal  Power  Com¬ 
mission,  441  G  Street  NW.,  Washington, 
D.C. 

Joseph  H.  Gutride, 
Secretary. 

[P.R.  Doc.  60-11984;  FUed,  Deo.  27,  1960; 

8:46  am.] 


(Docket  No.E-6974] 

IOWA  POWER  AND  LIGHT  CO. 

Notice  of  Application 

December  20, 1960. 

Take  notice  that  on  December  13, 1960, 
an  application  was  filed  with  the  Federal 
Power  Commission  pursuant  to  section 
203  of  the  Federal  Power  Act  by  Iowa 
Power  and  Light  Company  ("Appli¬ 
cant”).  authorizing  the  sale  of  certain 
of  its  facilities  to  Iowa  Southern  Utilities 
Company  (Iowa  Southern)  and  to  ac¬ 
quire  certain  facilities  from  Iowa  South¬ 
ern.  Applicant  is  a  public  utility  en¬ 
gaged  in  electric  and  natural  gas  service 
in  the  central  and  southwestern  sections 
of  Iowa  with  its  principal  business  ofBce 
at  Des  Moines,  Iowa.  The  application  is 
for  an  exchange  of  electric  facilities  be¬ 
tween  Applicant  and  Iowa  Southern  with 
a  consideration  of  $99,489  to  be  paid  to 
Applicant  by  Iowa  Southern.  Also  cer¬ 
tain  electric  facilities  of  Applicant  which 
are  not  transferred  to  Iowa  Southern 
and  are  no  longer  needed  for  service  to 
Iowa  Southern  will  be  retired.  ’The  pro¬ 
posed  exchange  is  designed  so  as  to  give 
each  company  ownership  of  the  facilities 
located  in  its  service  area  and  most  di¬ 
rectly  useful  in  serving  its  customers. 
The  exchange  in  no  way  affects  the  im¬ 
mediate  use  of  any  property,  and  the 
proposed  exchange  does  not  include  all 
of  the  facilities  of  either  of  the  com¬ 
panies.  The  major  property  items  in¬ 
volved  in  the  exchange  are  as  follows: 

Property  now  owned  by  Iowa  Power 
and  Light  Company  and  proposed  for 
transfer  to  Iowa  Southern  Utilities  Com¬ 
pany: 

1.  That  portion  of  Newton-Marshall- 
town  115,000  volt  transmission  line 
owned  by  Iowa  Power  and  Light  Com¬ 
pany. 

2.  Certain  facilities  at  the  Newton 
115,000/46,000  volt  substation. 

3.  The  Newton-Metz  tap  portion  of  the 
Newton-Prairie  City  46,000  volt  trans¬ 
mission  line. 

4.  Certain  metering  facilities  located 
in  the  Chariton  substation.  Creston  plant 
and  Metz  pumping  station. 

Property  now  owned  by  Iowa  Southern 
Utilities  Company  and  proposed  for 
transfer  to  Iowa  Power  and  Light  Com¬ 
pany: 

1.  The  Prairie  City-Skunk  River  por¬ 
tion  of  the  Prairie  City-Newton  69,000 
volt  transmission  line  including  a  small 
tract  of  land. 

2.  Certain  facilities  in  the  Prairie  City 
69,000  volt  Switching  Station. 

Property  now  owned  by  Iowa  Power 
and  Light  Company  and  proposed  for 
retirement: 

1.  All  remaining  facilities  located  in 
the  Newton  substation. 

2.  The  Prairie  City-Metz  tap  portion  of 
the  Prairie  City-Newton  46,000  volt 
transmission  line. 

3.  The  remaining  metering  facilities 
owned  in  the  Chariton  substation. 

According  to  the  application,  the  pro¬ 
posed  exchange  will  have  no  effect  upon 
any  contract  for  the  purchase,  sale,  or 
interchange  of  electrio  energy.  Appli¬ 
cant  states  that  the  proposed  exchange 


will.be  in  the  public  interest  by  helping 
each  utility  to  render  more  efiBcient  serv¬ 
ice  to  its  customers,  giving  each  utility 
ownership  of  the  facilities  that  it  needs 
to  furnish  adequate,  reliable  service  to 
its  customers.  The  agreement  between 
Applicant  and  Iowa  Southern  to  effect 
the  above-described  exchange  is  dated 
August  23.  1960. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
application  should  on  or  before  the  9th 
day  of  January  1961,  file  with  the  Fed¬ 
eral  Power  Commission,  Washington  25, 
D.C.,  petitions  or  protests  in  accordance 
with  the  requirements  of  the  Commis¬ 
sion’s  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10).  The  application 
is  on  file  and  available  for  public 
inspection. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  60-11986;  Piled.  Dec.  27,  1960; 

8:45  a.m.] 

|DocketNo.RP61-16] 

TEXAS  GAS  TRANSMISSION  CORP. 

Order  Permitting  Filing  of  Tariff  Sheets 
and  Providing  for  Hearing  on  Pro¬ 
posed  Revised  Tariff  Sheets  and 
Suspension  of  Certqin  Filings;  Cor¬ 
rection 

December  20, 1960. 

In  the  Order  Permitting  Piling  of 
Tariff  Sheets  and  Providing  For  Hearing 
on  Proposed  Revised  Tariff  Sheets  and 
Suspension  of  Certain  Filings,  issued  De¬ 
cember  5.  1960  and  published  in  the 
Federal  Register  on  December  10,  1960 
(F.R.  Doc.  60-11498;  25  F.R.  12721): 
At  the  top  of  page  12722  change  "Eighth 
Revised  Sheets  Nos.  70-1  and  79-J”  to 
read  "Eighth  Revised  Sheets  Nos.  79-1 
and  79-J.” 

Joseph  H.  Gutride, 
Secretary. 

|F.R.  Doc.  60-11986;  Piled,  Dec.  27,  1960; 

8:45  a.m.) 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATION 
FOR  RELIEF 

December  22, 1960. 

Protests  to  the  granting  of  an  applica¬ 
tion  must  be  prepared  in  accordance 
with  Rule  40  of  the  general  rules  of  prac-. 
tice  (49  CFR  1.40)  and  filed  within  15 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

Long-and-Short  Haul 

FSA  No.  36815 :  Passenger  fares — Erie 
&  St.  Lawrence  Corporation.  Filed  by 
Erie  &  St.  Lawrence  Corporation  (No.  3) 
for  itself.  Involving  fares  for  the  trans¬ 
portation  of  persons  by  water  between 
Port  Newark,  N.J.,  and  Jacksonville,  Fla., 
via  Miami,  Fla. 

Grounds  for  relief:  Operation  through 
higher-rated  intermediate  point. 


Wednesday,  December  28,  1960 


FEDERAL  REGISTER 
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Tariff:  Supplement  2  to  Erie  &  Bt. 
Lawrence  Corporation  tariff  I.C.C.  1. 

By  the  Commission. 

[SEAL]  Harold  D.  McCoy, 

Secretary. 

[F.R.  Doc.  60-12035;  Piled,  Dec.  27,  1960; 

8:50  a.m.] 

SECURITIES  AND  EXCHANGE 
COMMISSION 

(FUe  No.  812-1369) 

AMERICAN  RESEARCH  &  DEVELOP¬ 
MENT  CORP.  AND  TRACERLAB, 
INC. 

Notice  of  Applicction  for  Order 
Exempting  Transactions 

December  20, 1960. 

Notice  is  hereby  given  that  American 
Rcseai’ch  and  Development  Corporation 
("Research”),  a  registered  closed-end 
non-diversifled  management  investment 
company,  and  Tracerlab,  Incorporated 
("Tracerlab”) ,  a  manufacturing  com¬ 
pany,  have  filed  an  application  pursuant 
to  section  17(b)  of  the  Investment  Com¬ 
pany  Act  of  1940  ("Act”) ,  requesting  an 
order  exempting  from  the  provisions  of 
section  17(a)  of  the  Act  a  refunding  loan 
by  Research  to  a  wholly  owned  subsidi¬ 
ary  of  Tracerlab  and  the  granting  by 
Tracerlab  to  Research  of  options  to  pur¬ 
chase  common  stock  of  Tiacerlab,  as 
more  fully  described  below. 

Tracerlab  is  a  Massachusetts  coiTora- 
tion  having  its  principal  place  of  busi¬ 
ness  in  Waltham,  Massachusetts.  Trac- 
erlab’s  business  consists  of  the  manufac¬ 
ture  and  sale  of  scientific  and  industrial 
instruments  and  equipment  for  the  uti¬ 
lizing,  detection  and  measurement  of 
radioactivity,  research  and  service  activ¬ 
ities  in  the  field  of  nuclear  physics  and 
chemistry  and,  through  its  wholly  owned 
subsidiary,  Keleket  X-Ray  Coiporation, 
the  manufacture  and  sale  of  X-Ray 
equipment,  accessories  and  supplies. 

Tracerlab  holds  a  note  of  its  wholly 
owned  subsidiary,  Tiacerlab  Realty  Inc. 
("TRI”) ,  secured  by  a  second  mortgage 
on  the  land  and  building  occupied  by 
Tracerlab  in  Waltham,  Massachusetts. 
Research  purchased,  pursuant  to  an  or¬ 
der  of  the  Commission  dated  March  27, 
1957  (Investment  Company  Act  Release 
No.  2502)  and  amendment  thereto  dated 
August  8,  1957  (Investment  Company 
Act  Release  No.  2570),  and  now  holds  a 
25  percent  participation  in  such  second 
mortgage  indebtedness.  Such  second 
mortgage  indebtedness  became  due  on 
September  30,  1960,  and  Research  pro¬ 
poses  to  make  a  refunding  loan  to  TRI 
in  the  full  principal  amount  of  such  un¬ 
paid  indebtedness  which  refunding  loan 
would  extend  the  maturity  of  the  second 
mortgage  indebtedness  to  September  30, 
1966,  and  reduce  the  Interest  rate  thereof 
from  6  percent  to  5  percent  per  annum. 
Such  refunding  note  would  continue  to 
be  secured  by  a  second  mortgage  bn 
TRI’s  property.  In  order  to  induce  Re¬ 
search  to  take  such  refunding  note.  Re¬ 
search  will  be  granted  options  to  pur¬ 


chase  additional  shares  of  Tracerlab 
common  stock.  Research  now  owns 
88,459  shares  of  stock. 

Tracerlab's  plant  in  Waltham,  Mas¬ 
sachusetts,  is  owned  by  TRI  subject  to 
the  following: 

1.  A  first  mortgage  held  by  The  Equi¬ 
table  Life  Assurance  Society  of  the 
United  States  in  an  original  principal 
amount  of  $1,000,000,  of  which  $886,789 
is  now  outstanding. 

2.  The  second  mortgage  indebtedness 
herein  described,  held  by  Tracerlab  in  an 
original  principal  amount  of  $400,000, 
of  which  $324,780  is  now  outstanding. 
Research’s  participating  interest  therein 
is  now  $81,195. 

3.  A  long-term  lease  to  Tracerlab, 
payments  under  which  are  stated  to  be 
sufficient  to  service  and  pay  the  first  and 
second  mortgage  indebtedness  except  for 
a  balance  of  $341,459.48  in  connection 
with  the  first  mortgage  indebtedness  to 
be  paid  on  February  1,  1972. 

Tracerlab  initially  sold  to  Research  a 
25  percent  participating  interest  in  the 
original  second  mortgage  note  and  sec¬ 
ond  mortgage  for  $100,000,  paid  in  cash. 
At  the  same  time  Research  purchased 
25,454  shares  of  Tracerlab's  common 
stock  for  a  price  of  $5.50  per  share. 
These  transactions  were  consummated 
pursuant  to  the  above  mentioned  orders 
of  the  Commission.  In  connection  with 
the  sale  of  the  25  percent  participation 
in  the  second  mortgage  indebtedness  to 
Research,  Tracerlab  entered  into  an 
agreement  with  Research  that  if  Tracer¬ 
lab  did  not  dispose  of  the  entire  second 
mortgage  indebtedness  to  other  inter¬ 
ests  on  or  before  one  year  from  the  date 
of  the  acquisition  by  Research  of  its 
certificate  of  participation,  Tracerlab 
would  cause  the  second  mortgage  in¬ 
debtedness  to  be  modified  so  as  to  make 
it  due  and  payable  in  full  on  or  before 
September  30,  1960,  instead  of  Septem¬ 
ber  30,  1966.  Such  second  mortgage  in¬ 
debtedness  w’as  not  so  disposed  of  and 
accordingly,  on  June  30,  1958,  a  new 
second  mortgage  note  having  a  maturity 
of  September  30,  1960,  was  delivered  by 
TRI  to  Tracerlab,  and  a  new  Certificate 
of  Participation  therein  was  delivered 
by  Tracerlab  to  Research. 

TRI  desires  to  refund  and  extend  the 
maturity  of  the  second  mortgage  in¬ 
debtedness  for  six  years  to  September 
30,  1966,  and  to  reduce  the  interest  rate 
from  6  percent  to  5  percent.  The  pro¬ 
posed  refimding  by  Research  of  IRI’s 
second  mortgage  indebtedness  will  in¬ 
volve  an  increased  investment  of 
$243,584  by  Research  over  the  amount 
of  its  present  participation  in  such  in¬ 
debtedness.  Tracerlab  will  realize  ap¬ 
proximately  $243,584  of  net  proceeds 
through  its  receipt  of  payment  of  the 
present  second  mortgage  note  of  TRI 
which  it  holds.  As  further  consideration 
and  as  an  inducement  for  Research  to 
undertake  such  refunding,  Tracerlab 
proposes  to  grant  Research  an  option 
to  purchase  at  any  time  or  times  while 
the  note  is  unpaid  and  for  a  period  of 
thirty  days  thereafter,  up  to  25,000  ad¬ 
ditional  shares  of  Tracerlab  common 
stock  at  an  option  price  of  $11.48  per 
share,  that  price  for  which  certain  shares 


were  recently  exchanged  and  sold  to  an 
investor  in  Belgium  in  connection  with 
Tracerlab’s  acquisition  and  financing  of 
Physique  Industrielle  S.A. 

The  reasons  stated  In  the  application 
for  Tracerlab’s  desire  to  extend  and  re¬ 
vise  the  debt  with  increased  participa¬ 
tion  by  Research,  is  because  payment  of 
Research’s  present  25  percent  participa¬ 
tion  in  the  second  mortgage  indebted¬ 
ness  would  decrease  'Tracerlab’s  cash 
when  it  has  a  particular  need  to  increase 
its  working  capital.  Research  is  willing 
to  take  the  full  amount  of  such  extended 
and  revised  indebtedness  of  TRI  because 
it  believes  the  obligation  to  be  well 
secured  and  because  Research  now  holds 
a  substantial  amomit  of  Tracerlab  com¬ 
mon  stock  and  believes  it  Is  in  the  best 
interests  of  Tracerlab  and  its  sharehold¬ 
ers  for  Tracerlab  to  so  increase  Its  work¬ 
ing  capital  at  this  time.  The  iwroperty 
is  stated  to  be  well  maintained  and  is 
believed  to  have  a  realizeable  market 
value  substantially  in  excess  of  the  total 
mortgage  indebtedness.  The  application 
also  states  that  Tracerlab’s  new  prod¬ 
ucts  have  been  well  received  and  that  the 
financial  position  and  results  of  opera¬ 
tions  of  'Tracerlab  and  its  subsidiaries 
have  been  improving  over  the  past  three 
years.  It  is  also  stated  that  operations 
for  the  year  1960  are  expected  to  be 
profitable  assuming  no  extraordinary 
changes  in  general  business  conditions 
or  in  the  position  of  Tracerlab.  A  net 
profit  of  $55,000  is  shown  for  the  first 
six  months  of  1960. 

Section  17(a)  of  the  Act,  in  pertinent 
part,  prohibits  an  affiliated  person  of  a 
registered  investment  company  from 
borrowing  money  from  such  registered 
company  and  from  knowingly  selling  its 
securities. 

Under  section  17(b),  the  Commission 
shall,  however,  upon  application  grant 
an  order  exempting  proposed  transac¬ 
tions  of  the  Applicant  if  evidence  estab¬ 
lishes  that  the  terms  of  the  proposed' 
transaction,  including  the  consideration 
to  be  paid  or  received,  are  reasonable  and 
fair  and  do  not  involve  overreaching  on 
the  part  of  any  person  concerned,  that 
the  proposed  transaction  is  consistent 
with  the  policy  of  the  registered  invest¬ 
ment  company  concerned,  and  that  the 
proposed  transaction  Is  consistent  with 
the  general  purposes  of  the  Act. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may.  not  later  than  Jan¬ 
uary  3,  1961,  at  5:30  p.m.  submit  to  the 
Commission  in  writing  a  request  for  a 
hearing  on  the  matter  accompanied  by 
a  statement  as  to  the  nature  of  his  in¬ 
terest,  the  reason  for  such  request  and 
the  issues  of  fact  or  law  proposed  to  be 
controverted,  or  he  may  request  that  he 
be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  com¬ 
munication  should  be  addressed:  Secre¬ 
tary,  Securities  and  Exchange  Commis¬ 
sion,  Washington  25,  D.C.  At  any  time 
after  such  date,  as  provided  by  Rule  6-5 
of  the  rules  and  regulations  promulgated 
under  the  Act,  an  order  disposing  of  the 
application  herein  may  be  issued  by  the 
Commission  upon  the  basis  of  the  show¬ 
ing  contained  in  said  application  unless 
an  order  for  hearing  upon  said  applica- 
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tion  shall  be  issued  upon  request  or  upon 
the  Commission’s  own  motion. 

By  the  Commission. 

I  SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

I  P  R.  Doc.  60-11996;  PUed.  Dec.  27,  1960; 
8:46  am.] 


[File  No.  812-1367] 

DELAWARE  REALTY  AND  INVEST- 
MENT  CO.  AND  CHRISTIANA  SE¬ 
CURITIES  CO. 

Notice  of  Filing  of  Application  for 
Order  Exempting  Transactions 
Between  Affiliates  Incident  to  a 
Merger 

December  19, 1960. 

Notice  is  hereby  given  that  Delaware 
Realty  and  Investment  Company  (“Del¬ 
aware")  and  Christiana  Securities  Com¬ 
pany  (“Christiana"),  both  of  which  are 
incorporated  in  the  State  of  Delaware 
and  are  registered  imder  the  Investment 
Company  Act  of  1940  (“Act”)  as  closed- 
end  non-diversified  management  invest¬ 
ment  companies,  have  filed  a  joint  appli¬ 
cation  pursuant  to  sections  17(b)  and 
6(c)  of  the  Act  for  an  order  exempting 
fr<nn  the  provisions  of  section  17(a)  of 
the  Act  certain  transactions  incident  to 
a  proposed  merger  of  Delaware  into 
Christiana,  with  Christiana  as  the  sur¬ 
viving  corporation.  All  interested  per¬ 
sons  are  referred  to  said  application  for 
a  statement  of  the  proposed  transaction 
which  is  summarized  below. 

Delaware  owns  49,000  shares  (32.7  per¬ 
cent)  of  the  150,000  outstanding  shares 
of  common  (voting)  stock  of  Christiana. 
Accordingly,  Delaware  presumptively 
controls  Christiana  within  the  meaning 
of  section  2(a)(9)  of  the  Act,  and  the 
companies  are  aflUiated  persons  as  de¬ 
fined  in  section  2(a)  (3)  of  the  Act. 

Christiana’s  assets  consist  of  cash  and 
securities,  of  which  the  most  important 
holding  is  12,199,200  shares  (26.6  per¬ 
cent)  of  the  outstanding  (XHnmon  stock 
of  E.  I.  du  Pont  de  Nemours  and  Com¬ 
pany  (“du  Pont”).  The  value  of  the 
total  net  assets  of  Christiana  as  of  Sep¬ 
tember  30,  1960,  with  investments  re¬ 
flected  at  market  value  on  November  11. 
1960,  was  $2,418,263,000,  of  which  98.6 
percent  was  represented  by  its  holdings 
of  common  stock  of  du  Pont.  The  re¬ 
maining  seciulty  holdings  of  Christiana 
consist  primarily  of  common  stock  of 
General  Motors  Corporation  which  rep¬ 
resents  approximately  1  percent  of  the 
value  of  the  assets  of  Christiana. 

Christiana  has  outstanding  150,000 
shares  of  7  percent  cumulative  preferred 
stock,  having  a  liquidation  value  of  $100 
per  share  and  a  redemption  price  of  $120 
per  share,  and  150,000  shares  of  common 
stock.  The  net  asset  value  of  the  c(»n- 
mon  stock  of  Christiana,  based  on  the 
market  value  of  its  portfolio  as  of  No¬ 
vember  11,  1960,  and  after  deducting  its 
outstanding  preferred  stock  at  the  re- 
dempticm  price,  was  $16,001.75  per  share. 
The  bid  price  of  the  common  stock  in  the 
over-the-counter  market  on  November 
11,  1960  was  $13,900  per  share.  ’There 


are  approximately  3,800  holders  of  Chris¬ 
tiana  common  stock. 

Delaware’s  assets  are  represented  by 
cash  and  security  holdings  consisting 
primarily  of  the  above  common  stock  in¬ 
terest  in  Christiana  and  1,217,920  shares 
(2.7  percent)  of  the  outstanding  common 
stock  of  du  Pont.  Its  remaining  assets 
consist  of  43,500  shares  (29  percent)  of 
the  cumulative  preferred  stock  of  Chris¬ 
tiana.  300,000  shares  (3.56  percent)  of 
the  common  stock  of  Hercules  Powder 
Company  (“Hercules"),  and  16,256 
shares  of  $4.50  cumulative  preferred 
stock  of  du  Pont.  The  value  of  the  total 
net  assets  of  Delaware  as  of  September 
30,  1960,  based  on  the  net  asset  value  of 
its  common  stock  interest  in  Christiana, 
the  redemption  price  of  its  holdings  of 
Christiana  preferred  stock,  and  the  mar¬ 
ket  value  of  its  other  security  holdings 
on  November  11, 1960,  was  $1,052,225,000. 
Of  this  amount,  74.5  percent  was  rep¬ 
resented  by  its  holdings  of  Christiana 
common  stock  and  22.6  percent  by  its 
holdings  of  du  Pont  common  stock. 
Delaware’s  indirect  (through  Christi¬ 
ana)  and  direct  holdings  in  du  Pont 
represented  more  than  97  percent  of  the 
value  of  the  net  assets  of  Delaware. 

The  outstanding  securities  of  Dela¬ 
ware  consist  of  785,000  shares  of  com¬ 
mon  stock,  held  by  approximately  220 
stockholders.  The  underlying  net  asset 
value  of  such  stock  as  of  November  11. 
1960,  determined  as  above  indicated,  was 
$1,340.41  per  share.  There  is  no  quoted 
market  for  such  common  stock. 

Under  the  proposed  plan  of  merger, 
the  outstanding  common  stock  of  Dela¬ 
ware  will  be  converted  into  such  number 
of  shares  of  common  stock  of  Christiana 
as  determined  by  dividing  the  net  asset 
value  per  share  of  the  Christiana  com¬ 
mon  stock  into  an  tunoimt  equal  to  98.5 
percent  of  the  total  underlying  net  asset 
value  of  the  Delaware  common  stock, 
except  that  for  purposes  of  determining 
Delaware’s  underlying  net  asset  value 
the  market  value  of  its  holdings  of  Her¬ 
cules  common  stock  will  be  reduced  by 
an  amount  equal  to  one-half  of  the  esti¬ 
mated  expenses  (approximately  7^  per¬ 
cent  of  the  market  value  of  the  stock) 
and  capital  gains  taxes  that  would  be 
incurred  if  there  were  a  public  sale  of 
the  Hercules  stock.  The  applicants  state 
that  the  adjustment  in  respect  of  the 
Hercules  stock,  which  would  reduce  the 
underlying  net  asset  value  of  the  Dela¬ 
ware  common  stock  as  of  November  11, 
1960,  to  $1,335.99  per  share,  is  appro¬ 
priate  since  it  is  contemplated  that  the 
surviving  corporation  following  the  mer¬ 
ger  will  dispose  of  the  Hercules  stock 
because  of  possible  antitrust  considera¬ 
tions  and  that,  although  the  divestment 
will  probably  be  effected  through  a  vol- 
imtary  exchange  of  Hercules  stock  for 
outstanding  common  stock  of  the  sur¬ 
viving  corporation,  the  adjustment  re¬ 
flects  reasonable  latitude  to  Christiana 
in  disposing  of  the  Hercules  stock  with¬ 
out  loss  and  also  provides  compensation 
for  the  market  risk  which  Christiana  will 
undertake  up  to  the  time  of  divestment. 

The  conversion  ratios  under  the  plan 
of  merger  will  be  determined  by  the  re¬ 
spective  boards  of  directors  on  the  basis 


of  valuations  made  as  of  the  closest  prac¬ 
ticable  date  to  the  closing  date,  which 
will  be  January  16.  1961,  or  such  later 
date  within  sixty  days  thereafter  as  may 
be  fixed  by  the  boards  of  directors.  On 
the  basis  of  market  values  as  of  Novem¬ 
ber  11,  1960,  and  giving  effect  to  the 
methods  of  valuation  employed  in  the 
plan,  the  785,000  shares  of  Delaware 
common  stock  would  be  converted  into 
64,557  shares  of  Christiana  common 
stock,  with  each  share  of  Delaware  com¬ 
mon  stock  being  converted  into  0.08224 
shares  of  Christiana  common  stock.  On 
the  basis  of  market  values  on  November 
11,  1960,  the  pro  forma  net  asset  value 
of  the  surviving  corporation  would 
amount  to  $16,096.76  per  share,  or  an 
increase  of  0.6  percent  over  the  net  asset 
value  of  the  present  CSirisUana  common 
stock  of  $16,001.75  per  share,  while  the 
pro  forma  net  asset  value  applicable  to 
each  present  share  of  Delaware  common 
stock  would  amount  to  $1,323.77,  or  a 
reduction  of  0.9  percent  from  the  ad¬ 
justed  underlying  net  asset  value  of  the 
Delaware  stock  of  $1,335.99  per  share. 
On  the  basis  of  statements  of  Income 
of  the  companies  for  the  year  1959,  net 
income  of  $524.67  applicable  to  each 
share  of  common  stock  of  Christiana 
would  be  increased  to  $525.64  pro  forma 
after  the  merger,  or  an  increase  of  0.2 
percent;  and  net  income  of  $40.79  appli¬ 
cable  to  each  present  share  of  Delaware 
common  stock  would  be  increased  to 
$43.23  pro  forma,  or  an  increase  of  6 
percent. 

All  common  and  preferred  stock  of 
Christiana  owned  by  Delaware  will  be 
canceled  in  the  merger.  All  other  shares 
of  stock  of  Christiana  will  remain  out¬ 
standing.  Christiana  will  not  issue  frac¬ 
tional  shares  to  the  stockholders  of 
Delaware.  In  lieu  thereof  Christiana, 
in  its  discretion,  may  adopt  either  of  the 
following  procedures:  (1)  Christiana 
may  issue  scrip  certificates  exchange¬ 
able  until  the  second  anniversary  of  the 
date  of  the  merger  for  common  stock 
when  combined  in  sufficient  amount  for 
one  full  share  of  stock;  or  (2)  Christiana 
may  afford  each  stocl^older  the  oppor¬ 
tunity  for  a  period  of  not  less  than  sixty 
nor  more  than  ninety  days  following 
the  merger  to  consolidate  his  fractional 
interest  into  one  full  share  of  common 
stock  by  purchasing  the  additional  frac¬ 
tional  interest  required  or  to  sell  his 
fractional  interest.  Any  scrip  certifi¬ 
cates  or  fractional  interests  remaining 
after  the  period  for  consolidation  has 
expired  (depending  upon  which  of  the 
foregoing  alternative  procedures  is 
adopted  by  Christiana)  will  be  sold  and 
the  proceeds  held  for  the  persons  entitled 
thereto  for  a  period  of  six  years  from  the 
date  of  the  merger,  after  which  any 
amounts  remaining  unclaimed  will  be¬ 
come  the  property  of  CThristiana. 

Under  the  Delaware  Corporation  Law, 
after  approval  of  the  agreement  of 
merger  by  the  respective  boards  of  direc¬ 
tors  of  Delaware  and  Christiana,  the 
affirmative  vote  of  the  holders  of  two- 
thirds  of  the  total  outstanding  shares 
of  each  company  will  be  required,  with 
Christiana’s  common  and  preferred  stock 
voting  together  as  a  class.  Any  stock- 
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holder  not  voting  in  favor  of  the  merger 
who  objects  in  writing  within  the  pre¬ 
scribed  time  may  receive  the  appraised 
value  of  his  shares  in  cash. 

The  plan  of  merger  contemplates  that 
shortly  following  the  merger  the  board  of 
directors  of  Christiana,  as  the  surviving 
corporation,  will  call  a  meeting  of  stock¬ 
holders  to  vote  on  a  split-up  of  the 
Christiana  stock  on  an  80-for-l  basis.  It 
is  also  contemplated  that,  to  effect  the 
divestment  of  the  common  stock  of  Her¬ 
cules,  an  exchange  offer  will  be  made  to 
the  stockholders  of  the  surviving  cor¬ 
poration  to  tender  their  Christiana  stock 
for  Hercules  stock  on  the  basis  of  the 
relative  market  values  of  the  two  stocks 
after  discounting  the  Hercules  stock  by 
not  more  than  15  percent  from  its  market 
value. 

The  proposed  plan  of  merger  and  the 
method  of  determining  the  conversion 
ratios  were  developed  on  the  basis  of  a 
detailed  financial  study  made  by  Morgan 
Stanley  &  Co.,  an  investment  banking 
firm  which  has  no  affiliation  with  Dela¬ 
ware  or  Christiana.  The  study  concluded 
that  the  merger  would  confer  advantages 
on  the  stockholders  of  both  comi>anies 
and  that  the  terms  of  the  merger  were 
fair  and  reasonable  to  them.  It  deemed 
the  discount  of  1.5  percent  applied  to  the 
adjusted  underlying  net  asset  value  of 
the  Delaware  stock  to  be  justified  pri¬ 
marily  because  of  the  intercorporate  re¬ 
lationships  of  the  two  companies  and 
its  opinion  that  a  portion  of  the  increase 
in  earnings  which  would  become  avail¬ 
able  to  the  shareholders  of  Delaware 
tlirough  the  tax  savings  resulting  from 
a  merger  should  be  made  available  to  the 
shareholders  of  Christiana  as  an  induce¬ 
ment  to  them  to  provide  the  requisite 
votes  for  approval  of  the  merger. 

Section  17(a)  of  the  Act  prohibits  an 
affiliated  person  of  a  registered  invest¬ 
ment  company,  or  an  afiffiiated  person  of 
such  a  person,  from  selling  to  or  pur¬ 
chasing  from  such  registered  company 
or  any  company  controlled  by  such  reg¬ 
istered  company,  any  security  or  other 
property,  subject  to  certain  exceptions, 
unless  the  Commission  upon  application 
pursuant  to  section  17(b)  grants  an  ex¬ 
emption  from  the  provisions  of  section 
17(a) ,  after  finding  that  the  terms  of  the 
proposed  transaction,  including  the  con¬ 
sideration  to  be  paid,  are  reasonable  and 
fair  and  do  not  involve  overreaching  on 
the  part  of  any  person  concerned,  that 
the  proposed^  ti’ansaction  is  consistent 
\^1th  the  policy  of  each  registered  invest¬ 
ment  company  concerned,  as  recited  in 
its  registration  statement  and  reports 
filed  under  the  Act,  and  is  consistent  with 
the  general  purposes  of  the  Act.  Section 
6(c)  of  the  Act  provides  that  the  Com¬ 
mission  may  conditionally  or  uncondi¬ 
tionally  exempt  any  transaction  or  class 
of  transactions  from  any  provision  of  the 
Act  if  and  to  the  extent  such  exemption 
is  necessary  or  appn^riate  in  the  public 
interest  and  consistent  with  the  protec¬ 
tion  of  investors  and  the  purposes  fairly 
intended  by  the  policy  and  provisions  of 
the  Act. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  Janu¬ 
ary  12,  1961,  submit  to  the  Commission 
in  writing  a  request  for  a  hearing  on  the 


• 

matter  accompanied  by  a  statement  as 
to  the  nature  of  his  Interest,  the  reasons 
for  such  request,  and  the  issues  of  fact 
or  law  proposed  to  be  controverted,  or 
he  may  request  that  he  be  notified  If 
the  Commission  should  order  a  hearing 
thereon.  Any  such  communication 
should  be  addressed:  Secretary,  Securi¬ 
ties  and  Exchange  Commission,  Wash¬ 
ington  25,  D.C.  At  any  time  after  said 
date,  as  provided  by  Rule  0-5  of  the  rules 
and  regulations  promulgated  under  the 
Act,  an  order  disposing  of  the  applica¬ 
tion  herein  may  be  issued  by  the  Com¬ 
mission  upon  the  basis  of  the  showing 
contained  in  said  application,  unless  an 
order  for  hearing  upon  said  application 
shall  be  issued  upon  request  or  upon  the 
Commission’s  own  motion. 

It  is  ordered,  That  the  Secretary  of  the 
Commission  sliall  give  notice  of  this  fil¬ 
ing  by  mailing  a  copy  of  this  notice  by 
registered  mail  to  Delaware  and  Christi¬ 
ana;  and  that  applicants  shaU  cause  a 
copy  of  this  notice  to  be  mailed  on  or  be¬ 
fore  December  23,  1960,  to  each  stock¬ 
holder  of  Delaware  and  Christiana  at  his 
last  known  address. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

I  P  R.  Doc.  60  11996;  Piled,  Dec.  27,  1960; 
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[Pile  No.  812-13561 

DEVONSHIRE  STREET  FUND,  INC. 

Notice  of  Application  for  Order  of 
Exemption 

December  20, 1960. 

Notice  is  hereby  given  that  Devonshire 
Street  Fund,  Inc.  (“Applicant”),  of  Bos¬ 
ton,  Massachusetts,  a  Massachusetts 
corporation  and  an  open-end,  diversified 
management  Investing  company  reg¬ 
istered  imder  the  Investment  Company 
Act  of  1940  (“Act”) ,  has  filed  an  appli¬ 
cation  pursuant  to  section  6(c)  of  the 
Act  for  an  order  of  the  Commission  ex¬ 
empting  Applicant  from  compliance  with 
the  provisions  of  section  14(a)  of  the 
Act. 

Applicant  has  filed  a  registration 
statement  under  the  Securities  Act  of 
1933,  seeking  registration  of  2,000,000 
shares  of  CMnmon  stock,  $1  par  value, 
to  be  offered  to  investors  in  exchange 
for  such  investors’  securities.  Such  reg¬ 
istration  statement  has  not  as  yet 
become  effective.  'The  purpose  of  the 
Fund  is  to  provide  investors  holding 
securities  at  relatively  low  tax  bases  with 
a  means  of  exchanging  such  securities 
for  shares  of  the  Fund,  thereby  obtain¬ 
ing  diversification  without  incurring  any 
Federal  capital  gaips  tax  liability  at  the 
time  of  such  exchange.  Applicant  in¬ 
tends  to  solicit  deposits  of  securities,  to 
be  held  by  an  escrow  agent  in  safekeep¬ 
ing  for  the  separate  account  of  each  in¬ 
vestor,  for  a  period  of  not  to  exceed  90 
days  after  the  effective  date  of  the  Secu¬ 
rities  Act  registration  statement.  At  all 
times  during  the  solicitation  period,  the 
depositing  investor  will  retain  all  inci¬ 
dents  of  ownership  to  the  securities 
deposited,  with  the  right  to  withdraw 


such  securities  from  the  deposit  without 
charge. 

The  minimum  deposit  to  be  accepted 
from  any  investor  is  to  be  securities  hav¬ 
ing  a  market  value  of  $15,000,  and  the 
exchange  will  not  be  consummated  unless 
the  market  value  of  the  deposited  securi¬ 
ties  as  at  the  effective  date  of  the  planned 
exchange  aggregates  a  minimum  of 
$10,000,000.  In  the  event  that  such  value 
is  not  then  realized,  the  deposited  securi¬ 
ties  wil  be  returned  to  investors  without 
charge  to  them.  If  such  value,  deter¬ 
mined  as  at  the  respective  dates  of 
deposits,  is  obtained  upon  the  termina¬ 
tion  of  the  solicitation  period,  a  report 
describing  the  deposited  secui-ities,  in¬ 
cluding  their  current  market  value  and 
their  basis  for  Federal  income  taxation, 
will  be  mailed  to  all  depositing  Investors, 
who  will  then  have  the  right  to  withdraw 
any  or  all  of  their  deposited  securities 
for  a  period  of  20  days  from  the  mailing 
of  the  report.  During  this  period  and 
for  a  further  period  of  10  days  there¬ 
after,  Applicant  may  require  any  in¬ 
vestor  to  withdraw  any  or  all  of  his 
deposited  securities,  in  which  event  such 
investor  will  have  the  right  to  withdraw 
any  or  all  of  his  securities  from  the 
deposit  for  a  further  period  of  10  days. 
If .  as  a  result  of  voluntary  withdrawals, 
an  investor’s  deposited  securities  are 
reduced  below  the  $15,000  minimum 
value,  then  the  investor  will  be  required 
to  withdraw  his  entire  deposit,  but  such 
requirement  will  not  be  operative  if  such 
reduction  below  the  minimum  is  caused, 
wholly  or  in  part,  by  required  with¬ 
drawals.  All  of  Applicant’s  shares  which 
are  issued  in  exchange  for  securities  will 
be  issued  simultaneously  on  the  effective 
date  of  the  exchange. 

Section  14(a)  of  the  Act  provides,  in 
pertinent  part,  that  no  registered  in-’ 
vestment  company  shall  make  a  public 
offering  of  its  securities  unless  such  com¬ 
pany  has  a  net  worth  of  at  least  $100,000 
or  unless  provision  is  made  as  a  condi¬ 
tion  of  the  registration  of  its  securities 
under  the  Securities  Act  which,  in  the 
opinion  of  the  Commission,  adequately 
insures  (A)  that,  after  the  effective  date 
of  such  registration  statement,  it  will  not 
issue  any  security  or  receive  any  proceeds 
of  any  subscription  until  no  more  than 
25  responsible  persons  have  made  firm 
agreements  to  purchase  securities  in  an 
aggregate  net  amount  which  will  give 
the  company  a  net  worth  of  at  least 
$100,000;  (B)  that  said  amount  will  be 
paid  in  to  such  company  before  sub¬ 
scriptions  will  be  accepted  from  any  per¬ 
sons  in  excess  of  25;  and  (C)  that  ar¬ 
rangements  will  be  made  whereby  any 
amounts  so  paid  in.  plus  any  sales  load, 
will  be  refunded  to  any  subscriber  on 
demand  in  the  event  the  net  proceeds 
so  received  do  not  result  in  the  com¬ 
pany’s  having  a  net  worth  of  at  least 
$100,000  within  90  days  after  such  regis¬ 
tration  statement  beemnes  effective.  Ap¬ 
plicant’s  presently  outstanding  capital 
stock  con^ts  of  three  shares  of  common 
stock  owned  by  the  Fund’s  proposed  in¬ 
vestment  adviser,  which  shares  were  pm- 
chased  at  a  price  of  $12.50  per  share. 
Applicant  submits  that  under  the  cir¬ 
cumstances  described  the  exemption 
sought  would  be  consistent  with  the  pur- 
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poses  intended  to  be  served  by  section 
14(a). 

Section  6(c)  of  the  Act  provides, 
among  other  things,  that  the  Commis¬ 
sion.  by  order  upon  application,  may 
conditionally  or  unconditionally  exempt 
any  person  from  any  provision  or  pro¬ 
visions  of  the  Act  or  of  any  rule  or  regu¬ 
lation  thereimder.  if  and  to  the  extent 
that  such  exemption  is  necessary  or  ap¬ 
propriate  in  the  public  interest  and 
consistent  with  the  protection  of  invest¬ 
ors  and  the  purposes  fairly  intended  by 
the  policy  and  provisions  of  the  Act. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than 
January  3,  1961,  at  5:30  pm.,  submit  to 
the  Commission  in  writing  a  request  for 
a  hearing  on  the  matter  accompanied 
by  a  statement  as  to  the  nature  of  his 
interest,  the  reason  for  such  request  and 
the  issues  of  fact  or  law  proposed  to 
be  controverted,  or  he  may  request  that 
he  be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  com- 
mimlcation  should  be  addressed:  Secre¬ 
tary.  Securities  and  Exchange  Commis¬ 
sion.  Washington  25,  D.C.  At  any  time 
after  said  date,  as  provided  by  Rule  0-5 
of  the  rules  and  reg^ations  promulgated 
under  the  Act.  an  order  disposing  of  the 
application  herein  may  be  issued  by  the 
Commission  upon  the  basis  of  the  show¬ 
ing  contained  in  said  application,  unless 
an  order  for  hearing  upon  said  applica¬ 
tion  shall  be  issued  upon  request  or  upon 
the  Commission’s  own  motion. 

By  the  Commission. 

I  seal!  Orval  L.  DuBois, 

Secretary. 

[P.R.  Doc.  60-11997;  Piled.  Dec.  27.  I960: 
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[Pile  Nos.  59-106.  54-229] 

LYNN  ELECTRIC  CO.  AND  NEW 
ENGLAND  ELECTRIC  SYSTEM 

Notice  of  Filing  and  Order  for  Hear¬ 
ing;  Order  Instituting  Proceedings 

December  20, 1960. 

In  the  matters  of  Lynn  Electric  Com¬ 
pany  and  New  England  Electric  System, 
Pile  No.  59-106;  New  England  Electric 
System,  Pile  No.  54-229. 

I.  Notice  is  hereby  given  that  New  Eng¬ 
land  Electric  System  (“NEES”) ,  a  regis¬ 
tered  holding  company,  has  filed  a  plan 
pursuant  to  section  11(e)  of  the  Public 
Utility  Holding  Company  Act  of  1935 
(“Act”)  providing  for  the  issue  by  NEES 
of  its  common  stock  in  exchange  for  the 
2.82  percent  publicly-held  common  stock 
of  Lynn  Electric  Company  (“Lynn”) ,  an 
electric  utility  subsidiary  company  of 
NEES.  A  copy  of  the  plan  may  be  ex¬ 
amined  at  the  offices  of  this  Commission 
or  is  available,  on  request,  at  the  offices 
of  NEES  (441  Stuart  Street.  Boston  16, 
Massachusetts).  All  interested  persons 
are  referred  to  said  plan  for  a  full  state¬ 
ment  of  the  transactions  and  terms  pro¬ 
posed  therein  which  are  summarized  as 
follows: 

NEES  will  issue  40,233  shares  of  its 
common  stock  in  exchange  for  the  pub¬ 
licly-held  common  stock  of  Lynn  at  the 
exchange  ratio  of  2V4  common  shares 


of  NEIES  for  each  share  of  common  stock 
of  Lynn.  No  fractional  shares  will  be 
issued  by  NEES  but,  in  lieu  thereof,  frac¬ 
tional  scrip,  exchangeable  for  whole 
shares,  will  be  delivered  to  the  public- 
holders  of  the  common  stock  of  Lsmn 
and.  unless  consolidated,  will  become 
void  five  years  after  the  consununation 
date,  as  defined  in  the  plan. 

The  plan  will  be  consummated  on  a 
date  (called  the  “Consummation  Date”) 
which  will  be  the  earliest  practicable 
date  after  the  entry  of  an  order  by  a 
Court  approving  and  enforcing  the  plan 
and  will  be  effective  as  of  a  date  (called 
the  “Effective  Date”)  which  will  be  not 
more  than  sixty  (60)  days  prior  to  the 
Consummation  Date.  On  the  Consum¬ 
mation  Date  NEES  will  become  the 
owner  of  all  of  the  shares  of  common 
stock  of  Lynn  and  all  previously  existing 
rights  of  the  public-holders  of  such  com¬ 
mon  stock  will  cease.  On  and  after  such 
Consummation  Date  the  public-holders 
will  be  entitled  to  receive  NEES’  com¬ 
mon  shares  and  fractional  scrip  as  pro¬ 
vided  under  the  plan  (and  any  divi¬ 
dends  that  may  have  been  paid  on  said 
NEES  common  shares  prior  to 
exchange) . 

At  the  end  of  five  (5)  years  from  the 
Consummation  Date  any  common 
shares,  scrip,  and  dividends  held  on  ac¬ 
count  of  unexchanged  shares  of  common 
stock  of  Lynn  shall  irrevocably  belong 
to  NEES  and  the  public-holders  of  such 
stock  will  have  lost  all  rights  with  re¬ 
spect  thereto. 

II.  The  Commission  having  been  ad¬ 
vised  by  its  Division  of  Corporate  Reg¬ 
ulation  (“Division”)  that  the  Division, 
pursuant  to  sections  11(a),  18(a),  and 
18(b)  of  the  Act.  has  made  a  preliminary 
examination  of  the  corporate  structure 
of  Lynn,  and  the  relationship  between 
Lynn  and  the  other  companies  in  the 
NEES  holding  company  system;  and  it 
appearing  to  the  Division  from  such  ex¬ 
amination  that: 

1.  NEES  is  a  voluntary  association 
created  in  1926  in  Massachusetts  by 
Agreement  and  Declaration  of  Trust,  is 
solely  a  holding  company,  and  is  regis¬ 
tered  as  such  under  section  5  of  the  Act. 

2.  As  of  Jime  30,  1960,  NEES  had  out¬ 
standing  13,051,5^  shares  of  $1  par 
value  common  stock  the  holders  of 
which  are  entitled  to  one  vote  for  each 
share  held  and  are  entitled  to  dividends 
out  of  net  earnings  or  surplus  of  NEES 
when  declared  by  the  board  of  directors. 

3.  NEES  owns  97.18  percent  of  the 
outstanding  shares  of  common  stock  of 
Lynn  and  the  public  owns  2.82  percent 
thereof. 

4.  Lynn  owns  and  operates  facilities 
for  the  generation,  transmission,  dis¬ 
tribution,  and  sale  of  electric  energy. 

5.  As  at  June  30,  1960,  Lynn’s  prop¬ 
erty.  plant,  and  equipment  account  was 
stated  on  its  books  at  $21,409,887  and 
such  account  less  reserves  for  de¬ 
preciation  ($7,386,071)  amounted  to 
$14,023,816. 

6.  For  the  twelve  months  ended  June 
30.  1960,  Lynn’s  sales  of  electric  energy 
amounted  to  $8,185,893. 

7.  Of  the*  265,087,454  kwh  electric 
energy  generated  (net)  and  purchased 
by  Lynn  in  the  calendar  year  1959,  it 


purchased  137,606,712  kwh  from  New 
England  Power  Company,  and  14,954 
kwh  from  Suburban  Electric  Company, 
both  of  which  are  electric  utility  com¬ 
panies  all  of  the  common  stocks  of  which 
are  owned  by  NEES.  The  balance  of 
Ljmn’s  electric  energy  requirements 
were  generated  by  itself. 

HI.  The  Division  avers  that  the  fore¬ 
going  allegations  establish  or  tend  to 
establish  that  voting  power  is  unfairly 
and  inequitably  distributed  among  the 
security  holders  of  Lynn. 

rv.  It  being  the  duty  of  the  Commis¬ 
sion  pursuant  to  section  11(b)  (2)  of  the 
Act,  to  require  by  order,  after  notice  and 
opportunity  for  hearing,  that  each  regis¬ 
tered  holding  company  and  each  subsid¬ 
iary  company  thereof  take  such  steps  as 
the  Commission  shall  find  necessary  to 
ensure  that  the  corporate  structure  or 
continued  existence  of  any  company  in  a 
holding  company  system  does  not,  among 
other  things,  unfairly  or  inequitably  dis¬ 
tribute  voting  power  among  security 
holders  of  such  holding  company  system; 
and 

The  Commission  being  required  by  the 
provisions  of  section  11(e)  of  the  Act  to 
find,  after  notice  and  opportunity  for 
hearing  and  before  approving  any  plan 
filed  thereunder,  that  such  plan,  as  sub¬ 
mitted  or  as  modified,  is  necessary  to 
effectuate  the  provisions  of  section  11(b) 
and  is  fair  and  equitable  to  the  persons 
affected  thereby;  and 

The  Commission  deeming  it  appropri¬ 
ate  that  notice  be  given  and  a  hearing 
held  for  the  purpose  of  determining  what 
action  should  ordered  imder  section 
11(b)(2)  and  for  the  purpose  of  ascer¬ 
taining  whether  the  plan  should  be  ap¬ 
proved  ;  and 

It  appearing  that  common  issues  of 
fact  and  law  arise  in  connection  with 
the  plan  and  in  connection  with  issues 
involved  under  section  11(b)  (2),  making 
it  appropriate  that  the  hearing  on  said 
matters  be  consolidated  and  that  NEES 
and  Lynn  should  be  made  parties  to  the 
consolidated  proceeding: 

It  is  hereby  ordered: 

(a)  That  a  proceeding  be,  and  the 
same  hereby  is,  instituted  in  respect  of 
NEES  and  Lynn  pursuant  to  section 
11(b)(2)  of  the  Act;  and 

(b)  'That  said  proceeding  be,  and  the 
same  hereby  is,  consolidated  with  the 
proceeding  in  connection  with  the  plan 
of  NEES;  and 

(c)  That  NEES  and  Lynn  be,  and  the 
same  hereby  are,  made  parties  to  said 
consolidated  proceeding ;  and 

(d)  That  NEES  and  Lynn  file  an  an¬ 
swer  or  answers  with  the  Secretary  of 
the  Commission  on  or  before  January 
12,  1961,  to  the  allegations  contained 
in  Parts  H  and  HI  hereof,  in  the  form 
prescribed  by  Rule  25  of  the  rules  and 
regulations  under  the  Act.  Any  of  such 
allegations  which  are  not  denied  or  oth¬ 
erwise  controverted  shall  be  deemed  to 
be  admitted  for  the  purpose  of  these 
proceedings. 

It  is  further  ordered.  That  the  hearing  . 
in  the  consolidated  proceedings  be  held 
on  the  26th  day  of  January  1961,  at  10:00 
a.m.,  at  the  offices  of  the  Securities 
and  Exchange  Commission,  425  Second 
Street  NW.,  Washington  25,  D.C.,  in  such 
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Salant  &  Salant,  Inc.,  Henderson,  Tenn.; 
effective  12-13-60  to  12-12-61  (men’s  cotton 
work  shirts). 

Stahl-Urban  Co.,  North  Second  Street, 
Brookhaven,  Miss.;  effective  12-19-60  to 
12-18-61  (men’s  and  boys’  work  trousers  and 
sportswear) . 

The  following  learner  certificates  were 
issued  for  normal  labor  turnover  pur¬ 
poses.  The  effective  and  expiration  dates 
and  the  number  of  learners  authorized 
are  indicated. 

AIlee-Berry,  Inc.,  Columbus,  Kans.;  effec¬ 
tive  12-8-60  to  12-7-61;  10  learners  (Ivy 
style  pants). 

Baldwin  Garment  Co.,  Inc.,  Baldwin,  Oa.; 
effective  12-9-60  to  12-8-61;  10  learners 
(ladies’  blouses) . 

Glenn  Berry  Manufacturers,  Inc.,  Oswego, 
Kans.;  effective  12-10-60  to  19-9-61;  10 

learners  (boys’ dungarees) . 

Irene  Garment  Co.,  R.  410  East  Diamond 
Notice  is  hereby  given  that  pursuant  Avenue,  Hazleton,  Pa.;  effective  12-12-60  to 
•  section  14  of  the  Fair  Labor  Stand-  12-II-6I;  10  learners  (women’s  dresses). 

•ds  Act  of  1938  (52  Stat.  1060,  as  Kilgore  Mfg.  Co.,  400  South  Longview, 
nended,  29  U.S.C.  201  et  seq.).  the  migore,  Tex  ;  effective  ia-12-«o  to 

,9  CPR  Part  522),  and  Administrative  under  this  certificate  (replacement  certlfi- 
rder  No.  524  (24  F.R.  9274)  the  firms  cate)  (women’s  dresses,  blouses  and  slacks). 
>ted  in  this  notice  have  been  issued  Lake  Butler  Apparel  Co.,  Lake  Butler,  Fla.; 
lecial  certificates  authorizing  the  em-  effective  12-10-6O  to  12-9-6I;  10  learners 
oyment  of  learners  at  hourly  wage  (men’s  walking  shorts), 
ites  lower  than  the  minimum  wage  .  *^6  Lou^un  Mfg.  Co.,  Btnmiteimrg 
ites  otherwise  applicable  under  section  ,24^0  '  io"fearneri 

of  the  Act.  The  effective  and  expira-  (men’s  trousers) . 

on  dates,  occupations,  wage  rates,  num-  Nast  Manufacturing  Co.,  231  Oak  Street, 
‘r  or  proportion  of  learners,  learning  Bonner  Springs,  Kans.;  effective  12-8-60  to 
iriods,  and  the  principal  product  manu-  12-7-6I;  5  learners  (men’s  and  women’s 
ictured  by  the  employer  for  certificates  bowling  shirts). 

sued  under  general  learner  regulations  Nast  Ma^ufactiiring  Mwardsvlile, 

i  522.1  to  522.11 )  are  as  indicated  below.  Se^;®iS^®wlinK  shiS^  ^  12-7-61;  6  learners 
onditions  provided  in  certificates  issued  Princess  Kent,  Inc., ’l98  Main  Street,  Port 
ider  special  industry  regulations  are  as  Kent,  Maine;  effective  12-9-6O  to  12-8-6I;  10 
tablished  in  these  regulations.  learners  (girls’ nightwear). 

Apparel  Industry  Learner  Regulations  x 

!9  CFR  522.1  to  522.1 1.  as  amended,  and  . 

)  CFR  522.20  to  522.24,  as  amended) .  amended  and 

The  following  learner  certificates  were  to  522.66,  as  amended), 

sued  authorizing  the  employment  of  1^®  Bos®  Manufacturing  co.,  105  Elm 
)  percent  of  the  total  number  of  factory  street,  Chiiiicothe,  Mo.;  effective  12-16-60  to 
•oduction  workers  for  normal  labor 

.mover  purposes.  The  effective  and  ' 

cpiration  dates  are  indicated. 

B.  Bennett  Co.,  Inc.,  123  Magazine  Street,  Regulations 

;w  Orleans,  La.;  effective  12—27—60  to  CFR  522.1  to  522.11,  as  amended,  and 
1-26-61  (work  and  semi-dress  pants,  work  29  CFR  522.40  to  522.44,  as  amended). 

Id  sport  shirts) .  Auburn  Hosiery  Mills,  Inc.,  Auburn,  Ky.; 

Bestform  Foundations  of  Wlndber,  Inc.,  effective  12-7-60  to  12-6-61;  5  learners  for 
st  Street  and  StcKkholm  Avenue  Wlndber  no^^^l  labor  turnover  purposes  (full- 
1.;  effective  12-9-60  to  12-8-61  (ladles  fashioned) 

•assleres  and  gir^es) .  Kayser-Roth  Hosiery  Co.,  Inc.,  Plttsboro 

Blue  Bell,  Inc.,  Prentiss  County.  Bwnevllle,  Seamless  Knitting  Division,  Plttsboro.  N.C.; 
iss.:  effective  12-17-60  to  12-16-61  (blouses,  effective  12-22-60  to  6-21-61;  15  learners  for 
^  ^  plant  expansion  purposes  (seamless). 

Cluett,  Peabody  &  Co  Inc.,  Gilbert  ^  Knlt-Sox  Knitting  Mills,  Inc.,  11  Eighth 

fective  12-17-60  to  12-16-61  (collars  for  street,  S.E..  Hickory,  N.C.;  effective  12-5-60 

T  loov  «v  X.  ^  12-4-61;  5  percent  of  the  total  number  of 
Cluett,  Peab<^y  (&  Co.,  1221  West  factory  production  workers  for  normal  labor 

tiird  Street,  Williamsport,  Pa.;  effective  turnover  purposes  (seamless). 

lie,  S.C.;  effective  to  12-11-61  16  learners  lor 

Iresses).  plant  expansion  purposes  (full-fashioned. 

Prances  Gee  Garment  Co.,  Inc.,  Higgins-  seamless). 

lie.  Mo.;  effective  12-9-60  to  12-8-61  Knitted  Wear  Industry  Learner  Regu- 

KSTrose^ManSacturlng  Co..  Inc.,  Radford,  ^29  CFR  522.1  to  522.11,  as 

a.;  effective  12-12-60  to  12-ai-61  (wash  amended,  and  29  CFR  522.30  to  522.35, 
-esses ) .  as  amended ) . 

Myrna  Mills,  Adamsvllle,  Tenn.;  effective  ,, 

j_7_fl0  to  12-6-61  (men’s  and  boys’  sport  Ellwood  Knitting  Mills,  Inc.,  1110  Mecklen 
lirts).  Lane  and  911  Lawrence  Avenue,  Ellwood 

M.  Nlrenberg  Sons,  Inc.,  750  Second  Avenue,  Oity.  Pa.;  effective  12-11-60  to  12-10-61;  5 
toy.  N.Y.;  effective  12-16-60  to  12-15-61  percent  of  the  total  number  of  factory  pro- 
nen’s  dress  shirts).  ductlon  workers  for  normal  labor  turn- 


It  is  further  ordered.  That  NEES  mail 
a  copy  of  this  notice  and  order  to  all 
stockholders  of  record  of  Lynn  at  least 
twenty-five  days  prior  to  the  date  here¬ 
in  fixed  as  the  date  for  hearing. 

By  the  Commission. 

[seal]  Orval  L.  DuBois. 

Secretary. 

[F.R.  Doc.  60-11998;  Piled,  Dec.  27.  1960; 
8:46  a.m.] 


room  as  may  be  designated  on  such  date 
by  the  hearing  room  clerk.  Any  persons 
desiring  to  be  heard  in  connection  with 
these  proceedings  or  proposing  to  inter¬ 
vene  therein  shall  file  with  the  Secretary 
of  the  Commission,  on  or  before  Janu¬ 
ary  23,  1961,  a  written  request  relative 
thereto  as  provided  in  Rule  9  of  the  Com¬ 
mission’s  rules  of  practice. 

It  is  further  ordered.  That  James  G. 
Ewell  or  any  other  officer  or  officers  of 
the  Commission  designated  by  it  for  that 
purpose  shall  preside  at  the  hearing  in 
such  matter.  The  officer  so  designated 
to  preside  at  any  such  hearing  is  hereby 
authorized  to  exercise  all  the  powers 
granted  to  the  Commission  under  section 
18(c)  of  said  Act  and  to  a  hearing  officer 
under  the  Commission’s  rules  of  practice. 

The  Division  having  advised  the  Com¬ 
mission  that,  upon  the  basis  of  its  pre¬ 
liminary  examination  of  the  affairs  and 
of  the  corporate  structures  of  NEES  and 
Lynn  and  of  a  preliminary  study  of  said 
plan  of  NEES,  the  following  matters  and 
questions  are  presented  for  consideration 
at  such  hearing  without  prejudice,  how¬ 
ever,  to  the  presentation  of  additional 
matters  and  questions  upon  further 
examination: 

1.  Whether  the  allegations  contained 
in  Parts  n  and  in  hereof  are  true  and 
correct; 

2.  Whether  the  corporate  structure  of 
Lynn  unfairly  and  inequitably  distributes 
voting  power  among  its  security  holders, 
and,  if  so,  what  steps,  if  any,  are  neces¬ 
sary  and  should  be  required  to  be  taken 
by  NEES  and  Lynn  to  distribute  fairly 
and  equitably  the  voting  power  among 
the  security  holders  of  Lynn; 

3.  Whether  the  plan,  as  submitted  by 
NEES  or  as  it  may  be  modified  or 
amended,  is  necessary  to  effectuate  the 
provisions  of  section  11(b)  (2)  of  the  Act; 

4.  Whether  the  plan  is  fair  and 
equitable  to  the  persons  affected  thereby; 

5.  Whether,  in  general,  the  trans¬ 
actions  proposed  in  the  plan  satisfy  the 
applicable  provisions  of  the  Act;  and 

6.  Whether  the  accounting  entries 
proposed  to  be  made  in  connection  with 
the  plan  are  proper  and  in  accord  with 
sound  accounting  principles. 

It  is  further  ordered.  That  at  said  hear¬ 
ing  evidence  shall  be  adduced  with  re¬ 
spect  to  the  foregoing  matters  and 
questions. 

It  is  further  ordered.  That  jurisdiction 
be,  and  it  hereby  is,  reserved  to  separate, 
in  whole  or  in  part,  either  for  hearing 
or  for  disposition  any  issues  or  questions 
which  may  arise  in  these  proceedings  and 
to  take  such  other  action  as  may  appear 
conducive  to  an  orderly,  prompt,  and 
economical  disposition  of  the  matters 
involved. 

It  is  further  ordered.  That  the  Secre¬ 
tary  of  the  Commission  shall  serve 
notice  of  such  hearing  by  mailing  a  copy 
of  this  order  by  registered  mail  to  NEES 
and  Lynn,  to  the  Federal  Power  Com¬ 
mission,  and  to  The  Department  of  Pub¬ 
lic  Utilities  of  Massachusetts  and  that 
said  notice  of  said  hearing  be  given  to 
all  other  interested  persons  by  a  gen¬ 
eral  release  of  the  Commission  and  by 
publication  of  this  order  in  the  Federal 
Register. 
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over  purposes  (men's  and  boys’  knitted 
outerwear). 

Shoe  Industry  Learner  Regulations 

<29  CFR  522.1  to  522.11.  as  amended,  and 

29  CFR  522.50  to  522.55.  as  amended) . 

Oreenup  Manufacturing  Co.,  Greenup.  Ill.; 
effective  12-7-60  to  12-6-61;  10  percent  of 
the  total  number  of  factory  production 

workers  for  normal  labor  turnover  purposes 
(children’s  shoes). 

International  Shoe  Co.,  Batesvllle,  Ark.; 
effective  12-17-60  to  12-16-61;  10  percent  of 
the  total  number  of  factory  production 

workers  for  normal  labor  turnover  purposes 
(children’s  stltchdown  shoes). 

International  Shoe  Co.,  West  Plains,  Mo.; 
effective  12-22-60  to  12-21-61;  10  percent  of 
the  total  nvunber  of  factory  production 

workers  for  normal  labor  turnover  purposes 
(men’s  welt  dress  shoes). 

Regulations  Applicable  to  the  Employ¬ 
ment  of  Learners  (29  CFR  522.1  to 
522.11,  as  amended). 

The  following  learner  certificates  were 
issued  in  Puerto  Rico  to  the  companies 
hereinafter  named.  The  effective  and 
expiration  dates,  learner  rates,  occupa¬ 
tions,  learning  periods,  and  the  number 
or  proportion  of  learners  authorized  to 
be  employed,  are  as  Indicated. 

Carlbe  Staple  Co.,  Calle  Igualdad,  Fajardo, 
PJt.;  effective  11-14-60  to  4-19-61;  16  learn¬ 
ers  for  plant  expansion  purp>o6e8  In  the  oc¬ 
cupations  of:  (1)  the  single  occupation  of 
machine  operator,  and  Inspector,  each  for  a 
learning  period  of  460  hours  at  the  rates  of 
75  cents  an  hour  for  the  first  240  hoxirs  and 
88  cents  an  hour  for  the  remaining  240 
hours:  (2)  Inspector-packer  for  a  learning 
period  of  240  hours  at  the  rate  of  75  cents 
an  hour  (industrial  staples). 

D.W.O.  International,  Inc.,  Barrio  Rincon, 
Gurabo,  P.R.;  effective  11-28-60  to  5-27-61; 

30  learners  for  plant  expansion  purposes  In 
the  occupations  of :  (1)  sorting  and  selecting 
for  a  learning  period  of  240  hours  at  the  rate 
of  60  cents  an  hour;  (2)  machine  stripping 
for  a  learning  period  of  160  hours  at  the  rate 
of  65  cents  an  hour  (process  tobacco). 


Overseas  Sports  Co.,  Inc.,  Mayaguez,  PJl.; 
effective  11-21-60  to  11-20-61;  25  learners  for 
normal  labor  turnover  purposes  in  the  oc¬ 
cupation  of  handsewing  of  baseballs  and 
softballs  for  a  learning  period  of  320  hours 
at  the  rates  of  47  cents  an  hovir  for  the  first 
160  hours  and  65  cents  an  hour  for  the  re¬ 
maining  160  hours  (baseballs  and  softballs). 

Overseas  Sports  Co.,  Inc.,  Mayaguez,  P.R.; 
effective  11-21-60  to  5-20-61;  15  learners  for 
plant  expansion  purposes  In  the  occupation 
of  handsewing  of  baseballs  and  softballs  for 
a  learning  period  of  320  hours  at  the  rates  of 
47  cents  an  hour  for  the  first  160  hours  and 
55  cents  an  hour  for  the  remaining  160  hours 
(baseballs  and  softballs). 

Paradise  Manufacturing,  Inc.,  Gurabo, 
P.R.;  effective  11-16-60  to  5-1-61;  25  learners 
for  plant  expansion  piirposes  In  the  occupa¬ 
tion  of  sewing  machine  operators  for  a  learn¬ 
ing  period  of  480  hours  at  the  rates  of  70 
cents  an  hour  for  the  first  320  hovirs  and  78 
cents  an  hour  for  the  remaining  160  hours 
(supplemental  certificate)  (brassieres). 

Plajrtex  Carlbe,  Inc.,  Dorado,  P.R.;  effective 
12-5-60  to  6-4-61;  180  learners  for  plant  ex¬ 
pansion  piirposes  in  the  occupation  of  sewing 
machine  operators  for  a  learning  period  of 
480  hours  at  the  rates  of  70  cents  an  hour  for 
the  first  320  hours  and  78  cents  an  hour  for 
the  remaining  160  hours  (brassieres). 

Porto  Corp.,  Division  "A",  Utuado,  P.R.; 
effective  11-15-60  to  11-14-61;  10  learners 
for  normal  labor  turnover  purposes  In  the 
occupations  of:  (1)  sewing  machine  oper¬ 
ators  for  a  learning  period  of  480  hours  at  the 
rates  of  67  cents  an  hour  for  the  first  240 
hours  and  66  cents  an  hour  for  the  remain¬ 
ing  240  hours;  (2)  final  Inspection  of  fully 
assembled  garments  for  a  learning  period  of 
160  hours  at  the  rate  of  57  cents  an  hour 
(men’s  and  boys’  T-shirts). 

Porto  Corp.,  Division  “A”,  Utuado,  P.R.; 
effective  11-16-60  to  6-14-61;  44  learners  for 
plant  expansion  purposes  in  the  occupations 
of :  ( 1 )  sewing  machine  operators  for  a 
learning  period  of  480  hours  at  the  rates  of 
57  cents  an  hour  for  the  first  240  hours  and 
66  cents  an  hour  for  the  remaining  240  hours; 
(2)  final  Inspection  of  fully  assembled  gar¬ 
ments  for  a  learning  period  of  160  hours  at 
the  rate  of  67  cents  an  hour  (men’s  and  boys’ 
T-shirts). 


Porto  Corp.,  Division  "B”,  Areclbo,  PR.; 
effective  11-16-60  to  11-14-61;  6  learners  for 
normal  labor  turnover  purposes  In  the  occu¬ 
pations  of:  (1)  sewing  machine  operators 
for  a  learning  period  of  480  hovirs  at  the  rates 
of  57  cents  an  hour  for  the  first  240  hours 
and  66  cents  an  hour  for  the  remaining  240 
hours;  (2)  final  inspection  of  fvQly  assembled 
garments  for  a  learning  period  of  160  hours 
at  the  rate  of  57  cents  an  hour  (men’s 
athletic  shirts). 

Porto  Corp.,  Division  “B”,  Areclbo,  P.R.; 
effective  11-15-60  to  6-14-61;  25  learners  for 
plant  expansion  purposes  In  the  occupations 
of:  (1)  sewing  machine  operators  for  a  learn¬ 
ing  period  of  480  hours  at  the  rates  of  57 
cents  an  hour  for  the  first  240  hours  and  66 
cents  an  hour  for  the  remaining  240  hours; 
(2)  final  inspection  of  fully  assembled  gar¬ 
ments  for  a  learning  period  of  160  hours  at 
the  rate  of  57  cents  an  hour  (men’s  athletic 
shirts). 

Each  learner  certificate  has  been  is¬ 
sued  upon  the  representations  of  the 
employer  which,  among  other  things, 
were  that  employment  of  learners  at 
subminimum  rates  is  necessary  in  order 
to  prevent  curtailment  of  opportunities 
for  employment,  and  that  experienced 
workers  for  the  learner  occupations  are 
not  available.  The  certificates  may  be 
annulled  or  withdrawn,  as  indicated 
therein,  in  the  manner  provided  in  Part 
528  of  Title  29  of  the  Code  of  Federal 
Regulations.  Any  person  aggrieved  by 
the  issuance  of  any  of  these  certificates 
may  seek  a  review  or  reconsideration 
thereof  within  fifteen  days  after  publi¬ 
cation  of  this  notice  in  the  Federal  Reg¬ 
ister  pursuant  to  the  provisions  of  29 
CFR  522.9. 

Signed  at  Washington.  D.C.,  this  16th 
day  of  December  1960. 

Robert  G.  Gronewald, 
Authorized  Representative 
of  the  Administrator. 

(F.R.  Doc.  60-11994;  Filed,  Dec.  27.  1960; 

8:46  a.m.] 
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